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“PLANNING THE VACATION TRIP,” by Douglass Crockwell, Number 30 in the series “‘Home Life in / 


Droer belongs. ‘ enjoy it 


In this home-loving land of ours . . . in this America of kindli- 
ness, of friendship, of good-humored tolerance . . . perhaps no 
beverages are more “at home” on more occasions than good 
American beer and ale. 

For beer and ale are the kinds of beverages Americans like. 
They belong—to pleasant living, to good fellowship, to sensible 
moderation. And our right to enjoy them, this too belongs—to 


our own American heritage of personal freedom. 


AMERICA’S BEVERAGE OF MODERATION 
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Nylon shock shields give 


DUKE UNIVERSITY 


‘49 
DURHAM, N. C. st 


A typical example of B. F. Goodrich development in tires 


H*""* SCHLYER operates a truck- 
ing service in Wilson, N. Y., with 
116 tires on the ground. Most of his 
units are tractors and semic-trailers 
operating over the highway. Three are 
dump trucks. For all of them, after 
trying various makes of tires, he settled 
on B. F. Goodrich tires. 

Mr. Schlyer says, “The nylon shock 
shield in B.F.Goodrich tires is the 
greatest thing that has been developed 
in the industry in years.” He points out 
that with these tires he has had far less 
bruising, less tread separation. Some of 


his tires have gone over 75,000 miles. 

Truck owprers everywhere agree as 
to the extra service they get from these 
tires. That's because the nylon shock 
shield (built into all BFG truck tires 
with 8 or more plies) absorbs impacts, 
protects the rayon cord body. You get 
a four-way saving: (1) Average tire 
mileage is increased, (2) Tires have 
greater resistance to bruising, (3) 
There's less danger of tread separation, 
(4) A greater number of tires can be 
recapped. 


The development of truck tires with 


nylon shock shield is typical of the con- 
stant improvement being made in all 
types of tires by BFG; Remember, 
only from B.F.Goodrich can you get 
truck tires built with nylon shock 
shield. This costly development costs 
you nothing extra. The B.F.Goodrich 
Company, Akron, Ohio. 


Tach Tp 
B.F. Goodrich 






















News within the News 








HOW TO SAVE $4,000,000,000 A YEAR—Former President Herbert Hoover tells 
here, in an exclusive U.S. News & World Report interview, how his recom- 
mendations for better Government at lower cost would work. Congress, he says, 
is enthusiastic, but each member gets pressure from some constituents to avoid 
revising some part of the federal organization...................::cscesseeseeseeeeeeeee P28 


BATTLE OVER PRICES.................. ae 
U.S. business is marking time as whole- 
salers try to outwait manufacturers, re- 
tailers try to outwait wholesalers and the 
public tries to outwait them all in an 
effort to force prices as low as possible. 
When the low is reached, activity can be- 
gin again and go on to stable prosperity. 
A look at the weak spots and the strong 
spots indicates when things are going to 
happen. 


SHIFT IN INDUSTRIAL GROWTH....P. 13 
Postwar growth of factories and busi- 
nesses in this country is shifting away 
from the old pattern. A new Census Bu- 
reau study shows all of the bigger-than- 
average gains to be in Southern, West- 
ern and Midwestern States. There’s a 
shift, too, away from cities, toward small 
towns for plant locations. But about two 
thirds of all U.S. industry still is in the 
14 Northeastern and North Central 
States. 


PLANNERS TAKE A BACK SEAT....P. 14 
Government planners expect to be called 
into action if unemployment goes above 
4,000,000, but their plans are piecemeal 
and are not getting much encouragement. 
President Truman is only mildly inter- 
ested in economics. Congress is cool. Net 
result is a tendency to rely on private 
business, with existing Government props, 
to pull the country through. 


SCANDAL IN AIR CONTRACTS?..P. 16 
What’s behind the sudden shift to the 
B-36 bomber as this country’s basic de- 
fense weapon? Congress now wants to 
know, is hot after the full story. Charges 
of politics are arising from circumstances 
surrounding the shift. Indications of the 


big bomber’s vulnerability in years ahead 
are increasing, too. Here’s the story be- 
hind the story of what’s happening at the 
present time. 


LOSS IN HEMISPHERE TRADE......P. 18 
Latin-American countries have used up 
their stockpiles of dollars, get fewer and 
fewer dollars for things they sell. The re- 
sult is a decline in their purchases of 
North American goods. Moreover, re- 
viving competition from Europe spells 
further trouble ahead for U. S. business- 
men. This article tells what to expect 
south of the border. 


GERMANY: BOMBERS‘ FAILURE....P. 20 
Despite the heavy pounding of wartime 
bombing, Germany’s factories were not 
destroyed. Air raids damaged: buildings, 
but failed to put machinery out of com- 
mission permanently. Postwar Germany 
now is ready for record production. 


PEON CTH vckie cs docscc oxccstocss 
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Ee I 
for Summer Emergencies 


Last year more than 1014 million people were injured 
by accidents—an average of one every 3 seconds. There 
were undoubtedly many million more minor accidents 
which were never reported. 


RST AID 


Many types of injuries occur most frequently in sum- 


mer. Knowing First Aid, including what to do until the 
doctor comes, may prevent complications and save 
someone’s life. To help you meet such emergencies, cut 
out the chart below and place it in your First Aid kit. 
In case of a serious accident, however, it is always 
wise to call a doctor at once. 















we 


















INJURY 


FIRST AID TREATMENT 


INJURY 







FIRST AID TREATMENT 





Cuts, scratches, or 
any small wounds 


Clean the wound with mild 
soap and water and apply anti- 
septic. When dry, cover with 
sterile dressing. 


Drowning or when 
breathing stops 


Start artificial respiration 
immediately. Keep victim warm. 
Send for a doctor. 



















To relieve pain, apply burn 
a ointment or petroleum jelly, and 
E cover with sterile dressing. 




















Keep injured joint raised and 
apply cold cloths or ice packs 
for several hours. 























Treat like any minor burn. If 
sunburn is severe, call a doctor, 


Lay patient on his back in 
cool, shady place, apply ice bag | 
or cold cloths to head. Do not | 
give stimulants. 





If you would like to learn some of 
the more important First Aid tech- 
niques, ask your Red Cross about 
their First Aid classes. In addition, 
Metropolitan has prepared a booklet 
which describes methods of handling 
many injuries. To get a copy, write 
for Metropolitan’s free booklet 69K, 
entitled ‘‘First Aid.” 


Insurance ‘{ 








Ivy, Oak, and 
| Sumac poisoning 






















Rest the affected muscle. 
Apply mild heat if needed to 
relieve pain: If pain persists, 
call a doctor. 





Wash with soap and water 
immediately after exposure. If 
redness and blisters appear, ap- 
ply calomine lotion or use com- 
presses soaked in cold baking 
soda or epsom salts. 
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Metropolitan Life 


(4 MUTUAL COMPANY) 


1 Madison Avenue, New York 10, N. Y3 


TO VETERANS—IF YOU HAVE NATIONAL SERVICE LIFE INSURANCE—KEEP IT! 


> Company 














TO EMPLOYERS: Your employees will benefit from 
understanding these important facts about firs? 
aid. Metropolitan will gladly send you enlarged 
copies of this advertisement—suitable for use on 


your bulletin boards. 
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“Can you do addition?” the White Queen 
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asked. ““What’s one and one and one and one and 
one and one and one and one and one and one?” 
“T don’t know,” said Alice. “I lost count.” 
“She can’t do Addition,” the Red Queen inter- 
rupted. “Can you do Subtraction? Take nine 
from eight.” 
“Nine from eight. I can’t, you know,” Alice 
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“She can’t do Subtraction,” said the White © 


Queen. “Can you do Division? Divide a loaf by © 


a knife — what’s the answer to that?” 


“I suppose—” Alice was beginning, but the 7 


Red Queen answered for her. “Bread and Butter, 
of course.” 


“She can’t do sums a bit!” the Queens said 
together, with great emphasis. 


replied very readily, “but —” 


Poor Avice would find “sums” even more bewildering—if she 
walked into the brave, new Wonderland of our modern business world. — 

For the problems in Addition, Subtraction and Division—not to 
mention Multiplication — that confront today’s business man surpass 
the wildest dream. 

In fact, they would drive anyone Mad as a Hatter—were it not 
for Comptometer Brand Adding-Calculating Machines. Wonders, in- 
deed—that do every sort of business “sum” with economy—and accuracy 
—in the twinkling of an eye! 


Comptometer (Reg. U. S. Pat, Off.) Adding-Calculating Machines, 
made only by Felt & Tarrant Manufacturing Co., Chicago, are sold 
exclusively by its Comptometer Division, 1726 N. Paulina Street, 
Chicago 22, Illinois. 
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24th and N Streets, N.W. 
Washington, D. C. 


Newse@ren 

All signs suggest that the setback in business is to be sharp but short, 
that it will be pretty well over within the next 12 months, or less. 

Timetable that now appears probable is this: 

Decline will gain momentum in third quarter, 1949. 
are likely to get into the procession during that period. 

The bottom is likely to be reached in fourth quarter, 1949. Breaks in one 
field after another are coming sooner and are Sharper than had seemed probable. 

Recovery then may start sometime in first half, 1950. 

The adjustment has the earmarks of one that will be short-lived, not one 
that is slow and draggy, accompanied by a Set of delayed reactions and of one 
crisis after another, ending in a dull thud. Once prices get on firm ground 
again there will be the base for a stable recovery and more good times. 


Steel and maybe autos 


On the way down, things will look quite sour. Unemployment is going to rise 
sharply. Business operations will slow. Profits will fade for many. 

But just keep this in mind before getting too pessimistic: 

Banks aren't to fail this time as in the past. Mortgages on homes and 
farms aren't to be foreclosed in wholesale fashion. Farm prices won't collapse. 
Loans to business aren't to be called on a rising scale. Stock market is not to 
blow wide open. Credit, instead of being overexpanded, is underexpanded. 
Inventories relative to sales are quite low. 

Savings, on the other side of the picture, are immense. Needs for all 
kinds of goods remain great. Highway, school, hospital, other requirements are 
greatly undersupplied, not oversupplied. Business needs remain large. 

There aren't to be the big shocks that went with the 1920-21 setback or 
the 1929-33 setback, or even the 1937-38 setback. Instead, the country is in 
a position to move into a period of high-level activity if prices are brought 
into better balance. Price adjustment takes a little time and is painful. 

















Mr. Truman's "Fair Deal" isn't to complicate things for business. The 
"Fair Deal" is pretty well washed up for the next year or two, at least. 

Welfare state isn't to be, not now anyway. Health insurance definitely is 
blocked. Disability insurance is, too. Old-age coverage may not be made broader 
now. Pay-roll taxes aren't to be raised by $2,000,000,000. 

Public housing is probable, but in limited form. Aid to education is in 
trouble and may be blocked. IVA's for the Columbia, Missouri, St. Lawrence are 
not to be approved. New farm plan to let prices fall, then bolster income of 
farmers with Government checks, isn't sparking much Support. 

Steel plants won't be built by Government. New powers to control the 
policies of business will not be given. Minimum wage by law is not to be put up 
to 75 cents an hour. A smaller raise is possible, but not sure. Labor will not 
write its full ticket in any changes in the Taft-Hartley Act. 



































Taxes are not to be raised $4,000,000,000. Tax increases of any amount on 
incomes of individuals or corporations is very improbable. 
Tax cut, affecting some excises, remains possible but not probable. 
(over) 


Written for the issue of June 3, 1949, Volume XXVI—No. 22 
U. S. NEWS & WORLD REPORT (No part of this or any other page may be reproduced without written permission) 





NEWSGRAM--TOMORROW-- (Continued) 


Tax-collection speed-up for corporations still is possible, but it is not 
assured. Idea is to have corporations pay taxes on 1949 income in the first six 
months of 1950, instead of in 12 months. Purpose would be to take in more money 
quickly, thereby helping to hide a deficit in an election year. 

Congress is in a mood to reduce taxes, not to increase them. 





Spending cuts will need to come before sizable tax cuts. 

Cuts in spending may start next year, not this year. Spending already 
approved is to result in sharp increases in outgo during months ahead. 

But next year may be a different story. 

Military spending will be cut in 1950 if war threats remain dormant. 

Aid to other countries is due for sharp reduction a year from now. 

Veterans' aids gradually will decline in the period just ahead. 

Cuts of $5,000,000,000 or more in a $42,000,000,000 budget are possible for 

year. It is becoming possible to see a budget of $35,000,000,000 at some 

in the future. Military and foreign aid will show most cuts. 











Big spending, big lending by Government is giving businessmen some new 
experiences; is changing the old ideas of how to get along in the world. 

A nod from the right official, and there are millions in contracts. A 
frown, and a businessman may be out of luck. Purse strings are in Washington. 

The right contact, and there's a loan to keep a business going. Lack of 
contact, or knowing the wrong people, may close the source of U.S. credit. 

Wall Street once was the fountainhead of capital. Now it's Pennsylvania 
Avenue in Washington. When there are billions to spend and lend, when it is 
Government that decides which company cen have what and on what terms, then 
there are complications and a field for new types of operations. 

High finance is tending more and more toward Washington. 








Military will continue to get big money for at least one more year. 

A firm deal with Russia is improbable at this stage. 

Russia, blocked, has little to offer in trade for things she wants. 

U.S.-Britain-France want little from Russia and hold most of the really big 
cards. They're not in a mood to give something for nothing. : 

Result is the prospect for talk and maneuvering, but not for much progress 
toward broad settlements that would restore the world to normal. 

War, however, remains what it has been, a remote prospect. 
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At home, the wage issue is starting to stir again. 

A coal strike, maybe confined to the Southern mines, is moving into sight 
for July. Strike this time probably won't upset all of industry. 

Autos have their first test in the troubles at Ford. Any big raise in pay 
for auto workers this year seems improbable, strike or not strike. 

Steel moves up to its test in July. Odds are against any long strike. The 
union wants big concessions, but is likely to settle for less. 

Machinery industries, with big inventories and declining orders, are slow 
to give pay increases. Unions aren't in a good position to strike. 

Employers this year are in a mood to resist large pay increases. Many 
settlements are being made for no raise. Raises, where given, are between 5 and 
10 cents as a rule. It is clear, though, that the spiraling rise of wages and 
of prices is ended. Price trends are down even where wages go up. 








Most everything is to become cheaper as the year wears on. 

Auto prices are easing in one way or another. Sizable markdowns are prob-=- 
able before 1950. New houses, above the lower price range, are having to be 
marked down to get sales. Price cuts are to become substantial. 

Men's suits are due for reductions this autumn. Meat prices, rising a 
little now, will fall later. Cotton goods may be about as low as they'll go. 
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HERE’S WHAT REPUBLIC DISTRIBUTORS DO FOR YOU 


Irvin Reed, Manager 
Pacific Coast Rubber Company 
51 Main Street 
San Francisco, California 


How to avoid high cost when 


selecting transmission belting 


* Your distributor of industrial supplies will tell you that 

Challenger belting is breaking records on all types of in- 
dustrial transmission drives. 

There are no costly shut-downs dte to application of the 

wrong type of belt. Experienced distributors such as Mr. Irvin 

Reed (pictured above) can help you 

choose the grade and type belting which 

will serve you best. And, there is a 

national network of Republic distributors 

to serve industry everywhere. If you feel 

you should be getting longer life from 

your belting, consult your telephone 

directory for the name of your Republic 

distributor, write or mail the coupon. 


REPUBLIC RUBBER DIVISION 
Lee Rubber & Tire Corporation, Youngstown, Ohio 
Lee Deluxe Tires & Tubes . Conshohocken, Pa. 


The excellent reputation * 
quality and uniformity —— - 
lenger transmission belt is na 
to the fact that 1t 1s built y 
trained and highly skilled men 
with many years” experience. 


WHO REPRESENTS REPUBLIC IN MY AREA? i} 


REPUBLIC RUBBER DIVISION . LEE RUBBER & TIRE CORP. | 
YOUNGSTOWN, OHIO 


Name, title. 
Firm = S 
(nS 














EVERYBODY 
ACCEPTS OUR 
NATIONAL CITY BANK 
TRAVELERS CHECKS 
HERE...JUST AS THEY 
DO AT HOME 


3% 


And everywhere you travel, they are 
safer to carry. If lost or stolen, you 
get a refund. Buy them at your bank! 


NCB 


TRAVELERS CHECKS 





BACKED BY THE NATIONAL CITY BANK OF NEW YORK 
Fivst in World Wide Banking 


Member Federa! Deposit Insurance Corporation 

















Changes of Address 


Notice of change of address 
should be sent not less than 
two weeks prior to the date 
change becomes effective. 
Send the address at which 
copies are now being re- 
ceived and the new address 
at which you wish to receive 


copies. 


U.S.News & World Report 


Circulation Department 
435 Parker Ave., Dayton 1, Ohio 











Atlas Corporation 


Dividend on Common Stock 


NOTICE IS HEREBY GIVEN that a regu- 
lar quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Stock of Atlas Corporation, 
payable June 20, 1949, to holders 
of such stock of record at the close 
of business May 27, 1949. 


Water A. Peterson, Treasurer 
May 12, 1949. 





























The March of the News___ 
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AMES V. FORRESTAL last week became 
J in death, as he had been in life, a 
man about whom there is an argument. 
His mind broken by nine years of toil 
for his country, by what he broodingly 
considered a lack of appreciation for that 
work and by a deluge of gossipy criti- 
cism, Mr. Forrestal chose to plunge to 
his death from a high window of the 
Bethesda Naval Hospital. 

There, he had been suffering from an 
ailment officially diagnosed as “opera- 
tional fatigue,” a phrase much used by 
wartime Army and Navy psychiatrists. It 
is their softly worded description of the 
cracking of a mind under unendurable 
stresses. 

President Truman was quick to issue a 
statement saying Mr. Forrestal was as 
much a casualty of the war as the men 
who fell on the battlefields. There were 
many speeches praising Mr. Forrestal and 
his work. The eulogists, however, left un- 
said many of the things his friends were 
thinking. Their thoughts went back to 
the presidential campaign of last year. 


COssIP ATTACK, in which some men 
A close to the President joined, was 
concentrated on Mr. Forrestal at that 
time. The rumors had it that he refused 
to help the Truman campaign with 
speeches, that he declined to contribute 
to the campaign fund, that he actually 
had made a contribution to the G. O. P. 

The true situation, however, was this: 
Mr. Forrestal felt that, as Secretary of 
National Defense, he should be above 
the political strife, hence no speeches. 
He contributed indirectly to the Truman 
fund. He made no contribution to the 
Republicans. 

Even so, the attack on Mr. Forrestal 
was renewed and became increasingly 
bitter after the election. Word went out 
that he would be forced to resign. Mr. 
Forrestal was ready to do so, if Mr. Tru- 
man desired him to; but he wanted a 
clarification of his situation, he wanted 
an opportunity to make a graceful exit. 

Meanwhile, it became increasingly ap- 
parent that Louis Johnson, a Democrat 
who had raised many thousands of dol- 
lars for the Truman cause, would succeed 
Mr. Forrestal in the Cabinet. When the 
announcement was made, Mr. Forrestal 
joined in acclaiming the appointment. 
But, inside, he was hurt. 


Oe AND WORN by his years 
in office and his efforts to bring 
about a true unification of the armed 
services, Mr. Forrestal fell to brood- 
ing. What hurt most, his friends say, 
was an apparent lack of appreciation for 
his efforts. 

Friends grew alarmed at his mental 
condition and summoned psychiatrists. 
Treatments were undertaken: at the Be- 





—Acme 
AT THE PENTAGON—A LAST LOOK 


(Photo made just before Mr. Forrestal resigned) 


thesda Hospital. Mr. Forrestal responded 
encouragingly. Finally, safeguarcs agains 
suicide were relaxed. 

And then, a little before 2 o'clock o 
a Sunday morning, Mr. Forrestal was 
reading from the Greek tragic poet, 
Sophocles. He came upon these lines: 

“, .. better to die, and sleep the never- 
waking sleep than linger on, and dare to 
live, when the soul’s life is gone.” 

Mr. Forrestal left the book lying open. 
He went to a nearby pantry where there 
was an ungrated window. He tied a 
bathrobe cord about his neck, and took 
the plunge. 

The great of the nation assembled at 
Arlington Cemetery on a cool May mom- 
ing to honor him in death. There was a 
simple service of prayer and scripture 
reading. There were detachments from 
the armed forcés to lead the way to the 
graveside, with the Navy, which Mr. 
Forrestal had served in two wars, pre 
dominating. 

But, as the crowds returned home, there 
were many discussions of the circum- 
stances of James V. Forrestal’s death. 
What actually caused it? How can public 
servants be spared the burdens that beset 
him? These are questions that apparently 
will be argued for months to come. 








AT ARLINGTON—THE LAST JOURNEY 
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Their products sold like hot cakes... and 
the stockholders got their fingers burned! 









































Judged solely by its soaring sales curve, 
company X seemed like a red-hot investment 
to the stockholders. And fat sales figures 
blinded management, too. 


So, when profits and dividends did not match 
this apparent prosperity, the company’s 
officials had some explaining to do. 


But it was difficult to explain that they had 
too few figure facts on which to base sound 
decisions and plan successful strategy—too 
few facts, too late, about rising costs and 
climbing overhead to serve as warning signals 
of danger ahead. 


WHEREVER THERE’S BUSINESS THERE’S Burroughs @) 






With the proper office machines and methods, 
the management could have had complete, 
up-to-the-minute information. They could 
have foreseen the approach towards the 
“break-even” point, and have taken measures 
to avert it. 


You can step up the efficiency of your office 
... you can have the figure-facts you need on 
time, when you mechanize with modern 
Burroughs adding, calculating and accounting 
machines. Why not let your Burroughs repre- 
sentative show you how today? Burroughs 
Adding Machine Company, Detroit 32, Mich. 


THE MARK OF SUPERIORITY 
IN MODERN BUSINESS MACHINES 








reduce costs in all our 
scattered plants? 


e One Purchase Agreement 


plus... OIL, 


with an Engineering Degree 


@ Texaco lubricants are distributed through more than 
2300 Texaco Wholesale Distributing Plants in all 48 
States. One purchase agreement with Texaco gives all 
your plants the benefits of immediate, convenient 
sources of supply for these finest quality lubricants. 
They are lubricants with an engineering degree in that 
they are specified to meet your exact needs by skilled 
Texaco Lubrication Engineers. These experts apply to 
your problems the experience gained by Texaco in all 


fields of industry. 


As a result, your plants receive many economies from 
uniform production and greater output by getting the 
right lubricants, in the right place, at the right time, 
in the right quantities. 

For details, call or write your nearest Texaco Plant 


or The Texas Company, 135 East 42nd Street, New York 
17, New York. 


Texaco Wholesale Distributing 
: Plants in all 48 States... 
The Texas Company fo erve you beter. 


e How can we step up production, 


















TEXACO IS PREFERRED BY MAJOR INDUSTRIES 


For example, more copper mining equip- 
ment in the U. S. is lubricated with Texaco 
than with any other brand. 


THE TOUGHEST JOBS CALL FOR TEXACO! 
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BUSINESS STALLED IN PRICE WAR 
BETWEEN BUYERS AND SELLERS 


Real Prosperity Awaits End of Adjustment 


A struggle over prices is slow- 
ing business just now. Price de- 
cline, when completed, will leave 
business in a position to move 
ahead again, to go on to real 


prosperity. 
Wage-cost uncertainties are 
delaying some adjustments. 
Price level, when tug of war 
ends, is likely to be 10 to 15 per 
cent below the postwar high but 
far above prewar. 


The country, at this time, is in the 
middle of a tug of war between buyers 
holding out for lower prices and sellers 
trying to avoid price cuts. 

Wholesalers are pitted against manu- 
facturers. Retailers are contesting with 
wholesalers. The buying public is in- 
volved in a struggle with retailers. Busi- 
ness is slowing in one line after another, 
while this price war goes on. 

Buyers are winning most of the strug- 
gles in 1949 where decisions are reached. 
Metal prices, except in steel and tin, 
have broken sharply. New houses, in 
middle and upper price ranges, are be- 
ing cut in price, here and there, to get a 
sale. Cotton goods have had a sharp 
price break. 

Labor, however, still is trying to mark 
up the price of an hour of work. In some 
industries, sellers still are holding their 
ground against price cuts or, as in the 
cases of automobiles and men’s suits, are 
limiting most cuts to relatively small 
amounts. Examples of what is happening 
in the various fields are given in the table 
on this page. 

The slowdown in business will con- 
tinue until a definite decision is reached 
in the price war. That decision is ex- 
pected before the end of 1949. Esti- 
mates are that it will leave the general 
price level 10 or 15 per cent below its 
peak, but more than 80 per cent above 
the level that prevailed in 1939. When 
buyers are convinced that prices once 
again are firmly set, demand for goods 
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_ Its real 


is expected to revive and business to 
move ahead. 

Industry by industry, a test of the 
level of prices is occurring. In some in- 
dustries, particularly metals such as cop- 
per, zinc, lead, and scrap steel, demand 
simply evaporated, as buyers pulled 
back, waiting for sellers to make conces- 
sions. Successive price breaks occurred, 
with buyers still disdainful. It is when 
buyers either are forced to come back 
into the market or when they decide that 
prices are as low as they will get that 
demand revives. 

Steel is the next basic industry to face 
a price test. Buyers are beginning to go 
slowly with new orders for steel. Here 
and there a concession in price is being 
made to move some type of steel that is 
in surplus. The steel industry, however, 
is faced with labor demands for an in- 
crease of 15 cents more an hour in pay 
and for $150-a-month old-age pensions. 
price test, as a result, isn’t 
likely to come until 


to wait till sellers offer price concessions, 
and many new houses remain unsold. 
Lumber orders are well below  ship- 
ments. Prices of lumber, particularly 
the less expensive kinds, have fallen. 
Heating equipment is in heavy over- 
supply with warehouses full and output 
cut back. Such equipment may be offered 
at lower prices, as the year wears on. 
Brick and cement prices are holding firm, 
however. 

A big factor in cutting new-house 
costs is the «reduced cost of labor, as 
workers become more productive. It now 
is possibie to build a medium-priced 
house for at least 5 per cent less than 
last autumn. Further reductions are pre- 
dicted. 

Farm commodities, such as wheat, 
cotton, livestock and butter, already have 
gone through their big price break. Some 
now are at Government: support levels, 
and prices of others will be supported by 
the Government if they fall much fur- 














labor costs are set 

for the year ahead ‘ i 
and until a strike Prices Under OPA and Since 
threat is ended. (at wholesale, except as noted) 

Labor, instead of P Under OPA High since _Latest 
offering cut prices, Where sellers still rule: (June, 1946) OPA available 
is asking more for Finished steel, ton $54.60 $74.42 $74.10 
its services in indus- Automobile $901 $1,164 $1,140 
try after industry. Truck $1,081 $1,476 $1,473 

5 3 2 Brick, 1,000 $17.93 $24.08 $24.05 

J< “< . > ’ 
bid ae ee Red-oak flooring, 1,000 bd. ft. $105.84 $183.26 $181.50 
RFC SW ENS, BO Ge Dining-room chair, index 137.1 178.7 177.3 
eral pattern of in- Davenport, index = 2 ————— 146.1 144.1 
crease for 1949-50. Gasoline, gal. 5.8¢ 10.5¢ 9.9¢ 
The price of labor te. aap F Fm 20.1¢ 20.1¢ 
is not to be marked annel dress goods, yd. $1.29 $1.71 $1.71 
ee a oe ae Man's suit $35.65 $53.00 $53.00 

3 : ’ Gas and electricity ' 
basis, but in the test (oetaitiedex) 92.1 96.8 96.8 
ahead the use of la- Hourly earnings in factory $1.08 $1.38 $1.37 
bor may be cut, re- 
sulting in large Where buyers now rule: 
additions to unem- House (construction cost) $6,000 $8,400 $8,000 
ployment. a a % 1,000 bd. ft. a ee aes 

ae opper, lb. .2¢ 23.4¢ 7.5¢ 
_. Building costs, | Lead, th 8.2¢  215¢ —12.0¢ 
including prices of Zinc. Ib 8.7¢ 18.2¢ 11 7¢ 
materials that go Cotton print cloth, yd. 11.4¢ 28.2¢ 13.0¢ 
into building, are Rayon acetate yarn, lb. 38.0¢ 48.0¢ 42.0¢ 
beginning to be cut. Washing machine = ————— $91.24 $84.44 
This is affecting the Refrigerator, index 2 ————— 142 130 
market for houses: Fuel oil, gal. 4.1¢ 9.0¢ 7.1¢ 
Buyers are tending 
11 
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ther. That battle is far along, with buyers 
on top. 

In many business lines, the tug of 
war between buyers and sellers is still in 
progress and is a vital factor tending to 
hold down current sales. That factor 
shows up most where urgent needs are 
filled and new purchases can be post- 
poned. In those cases, the buyer natural- 
ly waits to see what bargains are going 
to come his way. But, in lines where 
scarcity still prevails, the seller budges 
very little, if at all, from prices he has set. 

A little ground is being yielded by 
sellers in several industries where de- 
mand is just now beginning to weaken, 
or where supplies are becoming plentiful 
for the first time since the war. 

The auto industry is trimming prices, 
preparing for the sharper competition 
that will come when buyers regain the 
upper hand. 

Really substantial slashes are still in 
the future, and may not be made until 
the industry returns to its normal seasonal 
pattern—expected by the end of this year. 
Material costs are going down, workers 
are becoming more productive, and 
dealers’ margins allow room for shrink- 
age. Talk within the industry is that 
auto prices, if necessary, could be cut as 
much as $300 a car. 

Production of trucks already has 
caught up with demand, and buyers are 
pressing for lower prices. The manufac- 
turers now must decide whether to cut 
production while maintaining prices or 
to cut prices in an effort to maintain their 
sales of trucks, 

The clothing industry provides 
another business arena where buyers and 
sellers are battling. The latest skirmish, 
in the wholesale market for men’s cloth- 
ing, is being fought over the prices of 














—Thomas in Detroit News _ 


‘THE LEVELING-OFF PROCESS’ 
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suits to be offered at retail next autumn. 
With costs of wool remaining high, some 
of the manufacturers are yielding no 
ground from last year’s prices. Others 
are taking cuts of about 5 per cent, or 
$3 a suit at wholesale. The buying side 
thus appears to be making only slight 
headway, as of now. But consumers in 
the autumn may have the last word. 

In cotton goods, the battle is pretty 
well over. As the table shows, the price 
of cotton print cloth has fallen from the 
peak of 28 cents a yard to 13 cents, and 
is less than 2 cents above the OPA ceil- 
ing of June, 1946. This drop is reflected 
in many different articles of clothing and 
other cotton goods. As a result, the con- 
suming public, cashing in on its victory, 
again is buying cotton goods in volume. 

Household-appliance prices are giv- 
ing way, as the position of sellers grad- 
ually weakens and buyers become strong- 
er. One of the largest companies in this 
field recently announced reductions 
ranging from $9 to $19 on its entire line 
of refrigerators. Others are making sim- 
ilar cuts. Washing-machine prices are 
down about 7 per cent from the high 
point they reached last December. In 
the whole appliance field, manufacturers 
are getting away from the fancier de- 
signs and are planning economy models 
to tap the low-price market. 

Furniture prices likewise are begin- 
ning to yield to downward pressure. 
Volume of sales fell sharply last winter, 
and the expected spring upturn has not 
materialized. One wholesale dealer re- 
cently announced cuts of 7 to 8 per cent 
in bedroom furniture. In this field, time 
appears to be on the side of the buyers 
rather than the sellers. Fewer new homes 
are being built, and that weakens de- 
mand for furniture, Besides, many GI’s 
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~Summers in Buffalo Evening News 
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who earlier found it necessary to byy 
at least a minimum of furniture, regard. 
less of price, have filled their most urgent 
needs, 

Specialty products of many kinds are 
feeling the effects of the new competi 
tive situation, with buyers holding the 
advantage. A leading camera manufac. 
turer has announced price reductions op 
most of its models, Watch prices are be. 
ing slashed. 

The oil industry, on the other hand 
is one where sellers are still rather strong. 
ly entrenched. Competition has forced 
them to yield ground recently in the 
price of fuel oil, but the cuts have come 
at the end of the winter season, when 
demand normally weakens. Buyers of 
gasoline at wholesale have won only 
slight reductions from the peak prices of 
last November. Buyers of gasoline at re 
tail have won no concessions at all, 

Gas and electricity companies pre 
sent a similar picture, with sellers domi 
nant. Rates to consumers are at a new 
peak, and still are tending upward. The 
reason is that rate revisions have lagged 
behind costs, and further adjustments are 
being allowed by regulatory bodies. 

Inevitable effect of the battling 
over prices now going on is to cause 
business to slow down until the price 
changes are completed. All along the 
line, from consumers to producers, there 
is a tendency of buyers to wait. Resist- 
ance to price cuts remains strong in 
some types of business, even though 
volume of sales has fallen drastically. 
But, when prices come down, buying 
often spurts and business picks up. The 
result is that businessmen are coming 
more and more to the view that prompt 
adjustment of prices is the quickest and 
most effective cure for the current slump. 














>Herblock in Washington Post 


“WHERE DOES IT ALL GET TO?’ 
U. S. NEWS & WORLD REPORT 














E seseeuinieecialenaiiieaeedod 


















es 


to buy 
, Tegard. 
st urgent 


cinds are 
competi- 
ling the 
nanufac. 
‘tions on 


; are be. 
er hand, 


r strong- 
s forced 
in the 
ve come 
nN, when 
lyers of 
on only 
prices of 
1e at re 
ill. 
ies pre 
rs domi- 
t a new 
urd. The 
> lagged 
ents are 
lies. 
battling 
O cause 
1e price 
ong the 
rs, there 
Resist- 
rong in 
though 
istically, 
buying 
up. The 
coming 
prompt 
cest and 
t slump. 








Sn none emma 
ton Post 


(oO? 


REPORT 











U.S. News & World Repo 











Rise of South and West as Manufacturing Centers 


(Increase in value added to goods by manufacturing; “ 


1947 compared with 1939.) 
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Basic data: Census Bureau 


ROWTH OF INDUSTRY in the postwar 

period is following definite pat- 
terns. There is a trend to the West, in 
keeping with the westward movement 
of population. All industries except food 
processing show a big expansion in num- 
bers of producing units. Suburbs and 
small towns are favored over big cities 
for location of new plants. 

The industrial landscape, in fact, is 
different from what it was in 1939. 
About 67,000 more factories operated 
in 1947 than in 1939, with the trend up- 
ward since then. The number of pro- 
duction workers was 50 per cent greater. 
The value of pay rolls in manufacturing 
was more than three times as high. 

This expansion was not spread evenly 
over the nation. All 48 States can point 
to increases in the total number of fac- 
tories, and in production workers em- 
ployed. But increases are small in some 
States. Localities lost industry, here and 
there, while other places boomed. 

A guide to the new economic geogra- 
phy of the country is found in facts and 
figures just reported by the Census Bu- 
reau. These facts may give a business- 
man clues to new markets, for example, 
or a line on trends of competition in 
various industries and areas. 
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Industry’s rise brought the number 
of U.S. factories to 240,801 in 1947, 
compared with 173,802 in 1939. Ma- 
chinery plants more than doubled, reach- 
ing a total of 17,907 in 1947, with 132 
per cent more workers. Factories making 
instruments numbered 2,599 in 1947, 
double the prewar total. Lumber-prod- 
ucts establishments were nearly twice as 
numerous in 1947, with 26,324 units. 

The chemical industry showed a small 
rise in establishments, but its production 
workers increased two thirds. Employ- 
ment increased less, proportionally, in 
leather products than in any other major 
industry. In food processing, the number 
of producing units declined 9 per cent, 
to 39,904 in 1947, but the number of 
workers rose 37 per cent, to 1,098,000. 

. In value added by manufacture, first 
place was held in both 1939 and 1947 
by food-processing plants. Primary metal 
industries were second in 1939, fourth 
in 1947. Machinery production’s value 
moved up from third place in 1939 to 
second place in 1947. The largest per- 
centage rise in value added occurred in 
electrical machinery—300 per cent. 

Regional patterns in manufacturing 
activity changed somewhat, but less than 
many people suppose. The South and 
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West made very large percentage gains. 
The above map illustrates that point by 
comparing individual State gains, in value 
added by manufacturing, with the na- 
tional-average gain. For U.S. as a whole, 
value added by manufacturing jumped 
from $24,487,000,000 in 1939 to $74,- 
364,000,000 in 1947, or 204 per cent. 

In 24 States of the South, West and 
Midwest, gains exceeded the national 
average. Smallest percentage gains oc- 
curred in New England and Middle At- 
lantic States. Michigan, home of the auto 
industry, and Ohio, another major in- 
dustrial State, also showed smaller-than- 
average gains, 

This record gives an impression that 
the South and West may be displacing 
other regions in manufacturing. But, in 
perspective, actual changes are not so 
great. New York and Pennsylvania, for 
example, after all the wartime expan- . 
sion, still had in 1947 about 4,600 more 
factories than all 22 States west of the 
Mississippi, and a third more production 
workers. While 39,612 additional fac- 
tories opened in the 14 North Central 
and Northeastern States between 1939 and 
1947, only 27,387 were added everywhere 
else in U.S. About two thirds of all man- 
ufacturing still exists in these 14 States. 
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Planners Take a Back Seat 


Planning talk is in the air 
again, but Mr. Truman’s closest 
advisers don’t have their hearts 
in any general program. 

Piecemeal programs give few 
signs of getting anywhere. There 
is no brain trust of New Dealers 
on deck today. 

General tendency is to let pri- 
vate business alone, putting re- 
liance on Government props that 
have long been in effect. 


Planners who have had little to do 
in recent years are starting to dust off 
their old plans again. When unemploy- 
ment passes 4;000,000, they expect to 
be called upon to diagnose the ills of 
business and to prescribe remedies. 

A diligent search, however, fails to 
reveal evidence that planners and 
planning are to play a major role in 
guiding the country through its current 
setback. There is nothing that quite re- 
sembles the brain trust of early New 
Deal days. President Truman is only 
mildly interested in economics. A ma- 
jority in Congress appears cool to Gov- 
ernment planning as a cure for the 
country’s ills. 

Scattered plans for countering defla- 
tion are taking shape, even so. When un- 
employment rises somewhat further, as 
it is expected to do, Mr. Truman will be 
ready to recommend a new program of 
public works. There is a huge backlog of 
projects that can be released if Congress 
votes the money: highway construction, 
schools, hospitals, dams, irrigation, flood- 
control and similar projects. 

The planners also have in the works 
an Economic Expansion bill that would 
give business and Government the job of 
figuring how to generate prosperity and 
keep it going. But that is still a tentative 
proposal. 

There is no semblance of a general 
staff of planners working in a co-ordi- 
nated way to chart the country’s future: 
Many of the top men in the President’s 
corps of advisers don’t believe in any- 
thing like an over-all planned economy. 
They think the planning job should be 
left to private industry. 

Piecemeal plans are being evolved 
in various departments and agencies of 
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Government Tends to Trust in Existing Props 


the Government, but they do not add up 
to a master plan. 

Leon Keyserling, vice chairman of the 
President’s Council of Economic Ad- 
visers, is one of the most active idea men 
among planners. He is a disciple of the 
late John Maynard Keynes, British econo- 
mist who sold the late President Roose- 
velt on parts of the New Deal. Lord 
Keynes promoted compensatory govern- 
ment spending, whereby government out- 
lays would step up as private spending 





—Harris & Ewing 


C. GIRARD DAVIDSON 
..-.aCVA? 


lagged. Mr. Keyserling believes that 
policies should be adopted that seek to 
increase national output by 3 per cent a 
year and keep consumer incomes high 
enough to buy the expanded product. 
But the President has yet to put forth 
Mr. Keyserling’s views in any concrete 
program. 

Charles F. Brannan, Secretary of Agri- 
culture, has a staff busy working out 
ideas for farm prosperity. His plan to 
guarantee farm income is before Con- 
gress, but Congress has shown little en- 
thusiasm for it. The House Agriculture 
Committee, in fact, is veering toward 
the idea of keeping the present farm pro- 
gram, with moderate change. 

Louis H. Bean, a Department of Agri- 
culture economist, has an idea that the 
country must get an expanded steel in- 
dustry if prosperity is to continue. But, 
with demand for steel dropping, there is 





less appeal in the idea of stepping up the 
expansion program that the steel industry 
already has started. 

Another planner is C. Girard Davidson, 
Assistant Secretary of the Interior. He ig 
a newcomer to the planning group but 
an old hand with public power develop. 
ments. He has a plan for a Columbia 
Valley Authority to develop the area 
drained by the Columbia River in the 
Pacific Northwest. He also has suggested 
that the Government go into the steel 





PHILIP B. FLEMING 
... a shelf? 


business. But neither of these plans is 
getting much promotion. 

The official top planner, Edwin 6G. 
Nourse, Chairman of the Council of Eco- 
nomic Advisers, is working on plans for 
a round-table parley with Congressmen 
on problems of encouraging risk capital. 
Dr. Nourse, however, is no strong advo- 
cate of over-all Government planning and 
has repeatedly stated that he sees noth- 
ing alarming in the present situation. 

Inside the Federal Works Agency, Mai. 
Gen. Philip B. Fleming, the outgoing 
Administrator, has men busy with plans 
for a large shelf of public works, to be 
started when hard times threaten. This 
program envisages billions of dollars, but 
no actual start has been made in creating 
the shelf. 

- Marriner S. Eccles, a governor of the 
Federal Reserve Board, is an old planner, 
too, but he doesn’t think the present 
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downturn in activity should be stopped 

unless it becomes a lot worse. Mr. Eccles 

has his doubts about the future of an 
unplanned economy, but his views are 
out of favor at the White House. 

The State Department, under Assistant 
Secretary Willard L. Thorp, is working 
on a plan to put Mr. Truman’s “Point 4” 
into effect, but the plan is expected to be 
a very modest one. Point 4 calls for 
extending U.S. technical aid to unde- 
veloped regions of the world. 

Clark Clifford, at the White House as 
Counsel ‘to the President, is pictured as a 
kind of plans co-ordinator. But there is 
little evidence of any broad-scale plan- 
ning in the presidential office. 

The Economic Expansion plan is 
the closest approach to general planning 
for a recession that has been mentioned. 
It is backed by Secretary Brannan, Mr. 
Davidson and Mr. Keyserling and will be 
offered by a group of Democratic Sen- 
ators headed by Senator James E. Murray, 
of Montana. But Senator Murray empha- 
sizes that the plan has not jelled yet. 

This plan would give the Government 
rather broad powers to study the busi- 
ness outlook and foster programs to ex- 
pand basic industries, such as. steel, 
minerals, synthetic fuels, electric power, 
fertilizers, lumber, transportation. The 
Government also would have authority to 
aid localities in public building projects, 
launch public works of its own and assist 
in moving the jobless to points where 
jobs can be found. Government contracts 
also could be placed in areas where un- 
employment develops. 

In essence, this proposal resembles 
Senator Murray’s original Full Employ- 
ment plan that would have made the 
Government responsible for seeing that 
everybody had a job. But that bill was 
watered down into the Employment Act 
of 1946. There is no evidence that a ma- 
jority now favors the Montana Senator’s 
program. The White House probably 
would not oppose the measure, but is 
unlikely to do much to help it. 

The current situation, actually, is 
not exciting many important officials, 
either in Congress or in the Administra- 
tion. The prevailing attitude is to let the 
course of business activity continue with- 
out any new props. A number of exist- 
ing Government support powers are 
being used. These are the results of past 
planning under the Roosevelt New Deal, 
and since the war, to treat just the con- 
ditions that now are developing. 

Farmers’ incomes, for example, are 
protected by price supports for most 
major crops. That is expected to keep a 
depression away from farmers. Workers’ 
incomes are bolstered by unemployment 
insurance if and when they lose their 
jobs. To date, the increase in these pay- 
ments amounts to about half the loss in 
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—Plummer from Black Star 


CLARK CLIFFORD 
... more co-ordination? 


total wage and salary payments. With 
most workers and farmers cushioned, few 
officials anticipate much actual distress. 

Then there are other Government pro- 
tections. Bank accounts are insured by 
the Federal Deposit Insurance Corp. No 
runs on banks by depositors are expected, 
and, if they should develop, banks would 
be prevented from failing. Banks them- 
selves hold such large amounts of Gov- 
ernment securities, convertible into cash 
at par, that they will be under no pressure 
to squeeze borrowers. 

The Government also has a prop under 
home mortgages through Federal Hous- 
ing Administration guarantees. The Re- 
construction Finance Corp. stands ready 
to lend money to distressed business and 
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+ « . compensatory spending? 
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LOUIS H. BEAN 
... More steel? 


is doing so. The Federal Reserve Board 
is easing up on credit controls, both for 
consumer credit and bank credit. Foreign 
trade is protected from a sharp drop by 
the Economic Co-operation Administra- 
tion. 

The tendency at the moment is to let 
existing Government supports go to work 
and to postpone additional planning 
measures for some future emergency. 
The prevailing view is that there is little 
wrong with the state of business that 
private businessmen won't correct if al- 
lowed to proceed without interference. 

The “crisis atmosphere” is disappearing 
in Washington in both domestic and for- 
eign affairs, and, without a crisis, plan- 
ners are assigned to back seats. 





Photos: Plummer from Black Star ; 
EDWIN G. NOURSE 
2 « » encouragement for industry? 
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Mystery of the B-36 and why 
it became the No. 1 U.S. war- 
plane is to get an airing. Con- 
gress wants questions answered. 

Big bomber at one time was 
near discard, then revived. 

There’s to be questioning into 
way in which politics and finance 
might figure in spending of gov- 
ernment billions. 


The story of the B-36 bomber, its 
past and future, its possible connection 
with politics and political personalities, 
is beginning to be explored in Con- 
gress. This story is expected to unfold 
as members of Congress ask questions. 

A number of questions are to be asked 
by the Armed Services Committee of the 
House, in a “thorough and searching in- 
vestigation” starting this week. Repre- 
sentative James E. Van Zandt (Rep.), of 
Pennsylvania, has asked for a full in- 
vestigation of the B-36 by a special com- 
mittee. Democratic Party leaders oppose 
a special investigating committee, but are 
ready to demand answers to many ques- 
tions themselves. On the other side of 
Capitol Hill, Senator Millard E. Tydings 
(Dem.), of Maryland, has asked the 
Armed Services Committee he heads to 
authorize a detailed report on all military 
plane types. 

Attention is being attracted to the B-36 
by a number of circumstances. The Air 
Force suddenly concentrated a large vol- 
ume of spending on this plane shortly 
after Louis Johnson took office in March 
as Secretary of Defense. The plane is 
built by Consolidated Vultee Corp. Mr. 
Johnson, until March 7, was a director of 
Consolidated Vultee. He also served as 
its Washington counsel. He is credited by 
President Truman with great help in 
financing the 1948 campaign for the 
Democratic Party. 

Other circumstances involve the chair- 
man of Consolidated Vultee’s board of 
directors, Floyd Odlum. Mr. Odlum also 
is head of Atlas Corp., a large invest- 
ment company. A substantial volume of 
campaign contributions is listed in offi- 
cial records as coming through the Od- 
lum office in New York City. 

There is interest in Congress, too, in a 
published report that some aircraft in- 
terests are behind an idea for what is 
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SCANDAL IN PLANE CONTRACTS? 





Congress Questions Emphasis on the B-36 


termed “a General Motors of the air’— 
an integrated aircraft company to be put 
together by mergers of a number of 
companies. 

Orders for military aircraft are de- 
scribed as the lifeblood of most aircraft 
manufacturers. When spending was con- 
centrated on the B-36, large orders were 
canceled for planes made by other com- 
panies. Order cancellations affect the 
market values of securities of aircraft 
companies. In March and April of 
1949, a rise of about 50 per cent oc- 
curred in the quoted value of Con- 
solidated Vultee stock. The company, 
maker of the B-36, acquired the sec- 
ond biggest backlog of business in the 
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MESSRS. TRUMAN & ODLUM 
Into the spotlight: aircraft orders 


industry, and prepared to acquire more 
production capacity. 

What some members of Congress now 
are seeking are the answers to a number 
of questions that grow from these cir- 
cumstances. 

It is pointed out by Representative 
Van Zandt that, in 1947, Consolidated 
Vultee held contracts for 100 B-36 
bombers, but an Air Force directive was 
drawn up early in 1948 to cancel much 
of this order already let. He reports that 
Air Force studies indicated that the B-36 
was not suitable and Lieut. Gen. Lauris 
Norstad, the Air Force analyst, so ad- 
vised his superiors. The contract for 100 
planes was to be cut back to 50 or 60 as 
the smallest cushion to keep the company 
from trouble. Plan then, as reported, was 
to use the B-36 as a “refueling tanker,” 
since it was considered unsatisfactory as 
a bomber. 

On May 7, 1948, according to Repre- 





sentative Van Zandt, the Air Force ap. 
nounced to Congress that it would build 
its strength around the Boeing B-50, the 
North American B-45 and P-86 planes 
among others. It did not list the B-36, 
That was just a little more than a year 
ago. In June, the Air Force announced 
a definite cut in B-36 orders. 

Then, on Sept. 10, 1948, it was an- 
nounced that the B-36 contract would 
not be cut back after all to the level 
planned in June, but that 94 planes 
would be bought from Consolidated 
Vultee. In 1949, orders for B-54, B-49, 
and B-45 bombers were canceled, as 
were several fighter-plane contracts, with 
most of these funds earmarked for buy- 
ing more B-36 bombers. Representative 
Van Zandt estimates the cost of these 
cancellations to the taxpayers at about 
$100,000,000. 

Another $183,000,000 contract for 
adding auxiliary jet engines to B-36 
planes already on hand, he charges, was 
disapproved by James Forrestal, then 
Secretary of Defense, but authorized by 
Mr. Johnson when he took office, the 
contract going to Consolidated Vultee. 

Why the B-36 has risen to No. | place 
among new U. S. weapons when only last 
year it was found not suitable by the Air 
Force, and whether political influence 
had any effect on this reversal of policy, 
are among questions to be asked by con- 
gressional investigators. 

What the B-36 can do, as a basic 
weapon of U.S. war power, actually can 
be shown in large measure from facts 
already available. Members of Congress, 
in probing into the worth of the big 
bomber, are to find this situation: 

Capabilities of the B-36 have been 
improved since last summer when the 
plane was found not up to strategic 
needs. The bomber’s speed and altitude 
have been increased somewhat by sub- 
stitution of a new engine, with the horse- 
power raised from 3,000 to 3,500. In 
addition to six of these engines, four aux- 
iliary jet engines have been added to 
the plane’s design. Thus, speed of the 
B-36 has been increased to above 350 
miles an hour, about half the speed of 
new jet fighters, and the bomber’s effec- 
tive altitude raised to about 40,000 feet, 
a level officially believed to be above the 
limit of fighter interference. 

Yet the Air Force’s top high-speed 
pilot, Capt. Charles E. Yeager, is re- 
ported in published accounts to have 
intercepted a B-36, flying above 40,000 
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feet, with a standard Air Force jet fighter 
in 38 out of 50 tries. Navy air officials, 
too, now officially claim to have a jet 
fighter that can operate against bombers 
at that altitude. 

How vulnerable the B-36 really is de- 
pends on capabilities of antibomber 
weapons to be available when present 
large orders for these big bombers are 
filled a few years from now. Present 
indications are that, by that time, when 
U.S. war strength is to be centered 
ground the 169 B-36 bombers ordered, 
these bombers will face the following 
weapons. 

Jet-fighter opposition is almost cer- 
tain to involve interceptor planes with 
effective combat speeds above the speed 
of sound, and with ability to maneuver 
at altitudes up to 50,000 feet and above. 
This view is held by scientists at the 
nation’s largest basic air experimental 
laboratories at Langley Air Force Base, 
Va. It means that fighters easily capable 
of shooting down the present B-36 are 
likely to be in production by the time the 
B-36s now on order are delivered, pro- 
vided a gun or antibomber missile is 
perfected for use at those altitudes and 
at ultra fast speeds. 

Guided-missile opposition, too, is 
expected to be effective against such 
bombers by that time. Gen. Joseph T. 
McNarmey, chief of the Air Matériel 
Command, is authority for the prediction 
that antiaircraft missiles will be in pro- 
duction in a “relatively short” time, in 
presumably two to five years. Two types 


of such missiles are being developed. 


now, either of which might be fatal to 
the B-36 bomber. 

One type, a small rocket-powered mis- 
sile, could be launched by an attacking 
plane several miles away and, by the use 
of a built-in radar device, track down 
the bomber regardless of what evasive 
action it took. Addition of a proximity 
fuse would insure a hit on the bomber 
even if the missile were avoided at the 
last second. 

The other missile type expected to be 
perfected in the few years ahead is a 
weapon fired from the ground and pro- 
pelled either by rocket or jet motor. 
This missile is to have a speed far ex- 
ceeding sound and will be guided to 
the bomber target several miles away 
by radar beam. 

Outlook, thus, is for a series of 
weapons to become available m the com- 
ing few years to make the B-36 bomber 
far more vulnerable than at present. It 
is this prospect that is leading some 
members of Congress to question the 
wisdom of concentrating on B-36 pro- 
duction at the expense of experimenting 
with other, faster bomber types. Investi- 
gations now started are to show why 
that decision was made. 
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OVER THE CAPITOL DOME: B-36 BOMBERS 


The past and the future will be explored 
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UNDER THE CAPITOL DOME: SECRETARY JOHNSON, SENATOR TYDINGS 
Congress wants a detailed report 
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U.S. Is Losing Trade in Hemisphere 
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Reported from BUENOS AIRES and RIO DE JANEIRO 


Dollars are running short in 
Latin America. Boom in sales of 
U.S. goods is slowing as a resulf. 

Unpaid bills for past purchases 
are big now and growing. 

Move is to seek credits, to 
finance new purchases with 
loans. More presidents may pay 
visits to U.S. 

European sellers move in as 
U.S. sales slip. 


It is getting harder for U.S. busi- 
nessmen to sell to countries in Latin 
America. Dollars are scarce. Loans 
are not given by U. S. as readily as they 
were. At the same time, competition 
from Europe’s reviving industry is cut- 
ting more and more deeply into avail- 
able markets. 

Most countries in Latin America have 
run through the stockpiles of dollars they 
built up during the war. Not only that, 
but they have accumulated a lot of un- 
paid bills. Brazil, for example, is in ar- 
rears about $120,000,000 for goods 
bought. Argentina owes around $200,- 
000,000. At a time when creditors are 
pressing for their money, nations in 
Latin America have to contend with fall- 
ing prices of things they sell, so that it is 
harder to earn the dollars needed for 
payment. 

The result is a decline of dollar volume 
of sales to Latin-American nations. As the 
chart on page 19 shows, U. S. exports to 
Latin America rocketed from $485,000,- 
000 in 1938 to nearly $4,000,000,000 in 
1947. The present trend, however, indi- 
cates that the total this year will drop to 
about $2,834,000,000. Lower prices of 
U.S. exports account partly for this de- 
cline, but the main reasons are dollar 
shortages and growing competition from 
Europe. 

Western Europe, recovering with Mar- 
shall Plan help, is getting back into 
Latin-American markets on a more and 
more extensive scale. Belgium, for. ex- 
ample, is selling more to Latin America 
than before the war. Britain, which 
shipped about $145,000,000 worth to 
that area in 1938, pushed the total to 
$448,500,000 last year and is raising it 
further. Italy is selling Latin America 
more than twice as much now as before 
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the war. Germany, a big supplier before 
the war, is beginning to make a come- 
back. France and others are increasing 
their exports. 

Latin-American buyers prefer many 
American goods to those made in Europe, 
but most of them are not getting enough 
dollars from sales to the U. S. to maintain 
their buying at the 1947 level. Thus, 
their trade is being forced back toward 
the pattern of prewar days, when they 
got about a third of their imports from 
the U. S., a third from continental Europe 
and an eighth from Britain. 

The visit of Brazil’s President Eurico 


Gaspar Dutra to the U.S. focuses atten- , 


tion on the dollar problem. With a favor- 
able climate created by his visit, Brazil is 
expected to look for dollar financing in 
the U.S. Other Latin-American presi- 
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BRITAIN STEPS UP PACE OF ITS EXPORTS TO LATIN AMERICA 
1938 value: $145,000,000; 1948 value: $448,500,000 
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fell about $53,000,000 short of equaling 
her purchases of American goods. Now 
the prices of what Brazil sells to the U. S. 
are off more than the prices of what she 
buys from the U. S., sending trade further 
out of balance. 

Some businessmen would like to see 
the Dutra Government get a loan from 
New York banks or from the U.S. Gov- 
ernment to clean up the unpaid bills, and 
a move may be made in this direction. 
Brazil may also seek developmental loans, 
from the Export-Import Bank or the In- 
ternational Bank, which would enable 
her to earn more dollars by shipping more 
manganese and iron ore to the United 
States. 

Meanwhile, Brazil is forced to get more 
of her goods from soft-currency countries. 
Thus, she has turned to Europe for oil- 
refinery equipment that might have been 
bought in the U.S. if dollars had been 
available. The value of her imports from 
Britain now is about five times the pre- 
war figure. Purchases from Italy are about 
three times what they werean 1938. Im- 
ports from Belgium are back to the pre- 
war figure, and those from France and 





Source: Commerce Dept. through 1948 
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several other European countries are ris- 
ing. 

Argentina finds that U.S. manufac- 
turers and exporters are so tired of wait- 
ing for payment of old accounts that 
they show little interest in getting new 
orders. President Juan D. Perén’s coun- 
try, which a couple of years ago was 
one of the fastest-paying countries in 
Latin America, at present is one of the 
slowest. 

Gen. Perén says he will not seek a 
loan to tide the country over the dollar 
crisis. Instead, a joint commission of 
representatives of the two governments 
is being set up to find ways of increas- 
ing Argentina’s exports to the U. S. The 
aim is to boost Argentina’s sales to the 
U.S. by $250,000,000 a year. Only 20 
per cent of the dollar earnings is to be 
used in paying past due accounts, how- 
ever. At this rate, even if the trade goal is 
reached, it will take a long time to clean 
up old accounts. 

Argentina, meanwhile, is buying 
much from European countries. Britain, 
biggest buyer of Argentine exports, 
shipped about $210,000,000 worth of 
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goods to Argentina last year. This was 
an increase from about $140,000,000 
the preceding year and nearly five times 
the 1938 figure. Italy is in the Argen- 
tine market on a much bigger scale than 
before the war, with shipments now 
running at the rate of over $160,000,000 
a year. Other Western European coun- 
tries and even some of those back of 
the Iron Curtain are increasing their 
sales as Argentina seeks goods that do 
not have to be bought with dollars. 

Mexico is spending dollars about as 
fast as she can get them. A sharp drop in 
the value of the peso in relation to the 
dollar is likely to attract more American 
tourists and, thus, to increase dollar rev- 
enue from this source. On the other hand, 
her winter exports of vegetables to the 
U.S. brought fewer dollars than had 
been expected. Lower prices for most of 
the metals that she exports will reduce 
her dollar income, too. 

Mexico is trying now to get a big loan 
from the Export-Import Bank for use of 
the Government oil monopoly, Pemex. If 
this loan is granted, it will be spent for 
such U.S. materials as refinery equip- 
ment and pipe. That would bolster trade 
figures, but there is no assurance of 
early approval of the loan. The outlook 
for general exports from the United 
States to Mexico is not very bright. 
Like other countries that are short of 
dollars, Mexico is turning more and 
more to Europe. 

A few countries in Latin America still 
are able to buy U. S. goods fairly freely. 
This is particularly true of Venezuela, 
Cuba and the Dominican Republic. U. S. 
Government loans and Marshall Plan sales 
of nitrates and metals are helping Chile, 
also, to maintain her imports of American 
goods at a rather high rate. But lower 
prices and cuts in U. S. purchases of oil, 
sugar and copper threaten to reduce the 
dollar supplies of even those countries. In 
that event, their imports from the U. S. 
will have to be trimmed. And already Eu- 
rope is doing more and more business 
with them. 

Nearly all other countries in Latin 
America are in difficulties so far as trade 
with the U.S. is concerned. Marshall 
Plan payments of about $225,000,000 to 
$250,000,000 for Latin-American goods 
to be used in Europe have helped to ease 
the dollar shortage here and there, as in 
Chile. In general, however, the dollar is 
so scarce that it brings a high price in 
the black market. 

The prospect, thus, is for a further 
decline in U.S. sales to Latin America. 
Increased American use of such Latin- 
American products as coffee are likely to 
help the U.S. to hold a larger part of 
this market than in 1938, but the U.S. 
has lost her postwar position as the sup- 
plier of most of Latin America’s imports. 
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GERMANY: WAR BOMBERS’ FAILURE 


Factories in Germany, suppos- 
edly destroyed by bombs, are 
pouring out goods, promising to 
break output records. 

War bombing killed people, 
burned homes, some factories, 
but didn’t hurt machinery much. 
German machines are intact. 

Problem now is how to keep 
some check on industry. 

Lesson of Germany is to have 
some influence on U.S. war 
planning, on sizing up the limits 
for air power. 


Germany is coming back fast as an 
industrial power, rising swiftly from 
the rubble made by bombs. Foreign 
ministers of the great powers, now 
meeting in Paris to decide what to do 
with Germany, are beset by growing 
fears that Germany may be regaining 
its ability to make war. 

Little or no new machinery has gone 
into West Germany since the war. But 
production by machinery that has sur- 
vived the heaviest bombing of all time 
is running, over all, at about 89 per cent 
of prewar output. That is more than a 
year ahead of Marshall Plan targets for 
Germany. Production of certain industries 
already is well over targets set for the 
year beginning July 1, 1952. If Allied 
controls were lifted, German output now 
could exceed prewar levels. 

Experts in Germany studying the secret 
records of wartime are finding that bomb- 
ing cannot smash an industrial nation be- 
yond repair. German production, in fact, 
increased steadily through five years of 
war. Toward the end, production dropped 
only because transport was smashed. And 
Germany today still has twice as much 
machinery and machine tools as in 1936, 
when the nation was preparing for war. 

Bombing of Germany, it now turns 
out, left most of the factories untouched. 
That can be seen by anyone in the Ruhr 
today. Germany proper got 1,350,000 
tons of bombs. The lives of 160,000 air- 
men, half of them British and half Amer- 
ican, were lost and 40,000 Allied planes 
were destroyed. Germany lost 3,600,- 
000 homes, 20 per cent of all the hous- 
ing in the country, and 305,000 German 
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civilians were killed. But a survey of in- 
dustrial Germany, on the spot, shows 
productive capacity still intact. And 
documents on German production in 
wartime tell this story: 

Factories hit by bombs, most of them, 
suffered little more than building dam- 
age. Falling debris did little damage to 
heavy machinery; the Germans pro- 
tected light machinery with separate 
walls and roofs inside the factories. 

Factories destroyed, completely de- 
stroyed, were rare. Many plants hit 
squarely by heavy bombs were produc- 
ing again within a few days or weeks. 
Some were setting new production rec- 
ords within a few months. Recovery, 
after the war, has been swift. Germany’s 
biggest power plant, the Goldenberg 
plant near Cologne, was completely 
knocked out by bombs near the end of 
the war. Now a visit discloses it is pro- 
ducing at capacity. Germany’s electric- 
power output is more than double the 
1936 level. 

Area bombing of cities and industrial 
sections, the records show, had little ef- 
fect on war production. The British con- 


DESPITE THE RUBBLE MADE BY BOMBS... 





centrated on such raids, using slow, light. 
ly armed bombers that delivered heavy 
loads in night raids. About one quarter 
of the bomb tonnage dropped on Ger. 
many went into area raids. But a study of 
10 major cities heavily bombed during 
the war show that all regained 80 per 
cent of their productivity in one to five 
months. Seven of them exceeded their 
preraid production within 3 to 11 months, 

Precision bombing of specific targets, 
using only half the bombs dropped in 
area raids, was more effective against in- 
dustry. U.S. bombers, fast and heavily 
armed, fought through enemy planes to 
individual industrial targets by daylight. 
But only the synthetic-oil division of the 
German chemical industry was seriously 
hurt by precision bombing. 

Plants that produced 80 per cent of 
Germany’s aviation gasoline were the 
chief targets of precision bombers in May, 
1944. Within six months, the German Air 
Force was effectively grounded for want 
of gasoline.. Development of jet planes, 
burning other types of fuel, came too late 
to rescue Germany from air attack on its 
transport system. Damaged transport 





People were killed; buildings were burned 
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forced Germany’s factories to slow down. 
The rest of Germany’s industry, how- 
ever, was not hurt much by any kind of 
bombing. The bombs set to explode on 
contact scattered debris over machinery 
when they hit factory roofs, but did little 
real damage to machines. Delayed-fuse 
bombs did serious damage only when 
direct hits were scored in large numbers. 
Postwar studies of Germany are showing 
that bombing of factories is not effective 
unless direct hits average one ton of 
bombs for each acre of plant. 
Production under bombing, as 
shown by study of war records, not only 
can be maintained, but can be increased. 
Aircraft output, in Germany, for ex- 
ample, climbed from a total of 21,000 
planes in 1943 to 35,000 in 1944, rising 
in a period when plane factories were 
taking the war’s heaviest attacks against 
an arms industry. In five days of Febru- 
ary, for example, U. S. precision bombers 
dropped 4,000 tons of bombs on plants 
accounting for 90 per cent of Germany’s 
fighter-plane production. About 75 per 
cent of the buildings were damaged or 
destroyed. But documents now available 
show that the machinery suffered little 
damage. Seven weeks after the bombing, 
German output of fighter planes was more 
than double the rate before the raids. 
Tank output climbed swiftly from 1,120 
tanks in the first quarter of 1942 to 5,236 
in the last quarter of 1944 in spite of 
heavy bombing of tank factories. 


... GERMANY’S INDUSTRIAL MIGHT SURVIVES 


Machine tools and machinery were 
never short in Germany, although this in- 
dustry ranked high among Allied targets. 
Germany deliberately cut output of ma- 
chine tools in 1941 and converted many 
factories to arms making. When the war 
was over Germany had twice as many 
machine tools as in 1936. 

Bearings, both roller and ball bear- 
ings, were not short in wartime Ger- 
many, although plants making them 
were the No. 2 target of Allied bombers 
from July, 1943, to May, 1944. U.S. 
Army experts in Germany now have 
proof that no equipment was delayed 
due to lack of bearings. 

Steel plants recovered quickly from 
bombing attacks. German steel output 
turned down only at the end of 1944 
when the Allied bombers concentrated 
on transport, cutting deliveries of coal to 
steel mills. West Germany’s steel capac- 
ity today, even after mills capable of 
making 5,000,000 tons of steel a year 
have been dismantled, is about 14,000,- 
000 tons annually. That is more steel 
capacity than France has and almost as 
much as Britain’s capacity. 

Electric power now is recognized as a 
weak point in the German war economy 
which the Allies overlooked in fixing 
priorities for bombing targets. German in- 
dustry was short of power through most 
of the war, but the bombs that finally 
smashed the country’s largest power plant 
late in 1944 scored an accidental bull’s- 





~—Jacobs from Black Star 


Much of the machinery hummed on 


eye. They had been aimed at a synthetic- 
fuel plant nearby. 

Transport, in the end, proved to be 
the vulnerable spot. More than 70 per 
cent of Germany’s freight moved by rail. 
But not until September, 1944, did trans- 
port get top priority as a bombing ob- 
jective. In two months of bombing, Ger- 
man carloadings fell 25 per cent; by 
March they were down 76 per cent from 
August levels. Raw materials could not 
be moved into factories; finished products 
could not be moved out. German indus- 
try, though largely intact, became nearly 
idle. Until the bombers concentrated on 
transport, however, the trend of produc- 
tion in Germany was upward. 

Germany’s record of production under 
bombing was attained without straining 
either of the country’s reserves of man 
power or its reserves of machinery. With 
few exceptions, German labor worked on 
a one-shift basis in the war, while the 
U.S. and Britain, in many war indus- 
tries, worked two or more shifts. When 
war ended, Germany still had the plant 
to make it the greatest industrial nation 
in continental Europe, excepting only 
Russia. 

Germany’s comeback today is 
based on the return to production of 
machines preserved through the war, 
machines that survived the bombs. Amer- 
ican industrial experts in Germany esti- 
mate that West German industry, right 
now, has the plant capacity and machin- 
ery needed to come close to the over-all 
production goal that, under Marshall 
Plan estimates, is not to be reached until 
three years hence. 

What has delayed German recovery is 
not the repair of bomb damage to indus- 
trial plant, but the shortage of raw ma- 
terials, transport and food. Now that 
currency reform and U.S. dollar aid 
have reduced these obstacles, German 
production is soaring. 

Lesson for soldiers in the survey of 
postwar Germany and the study of its 
wartime records is that air power can cut 
down production, but cannot destroy the 
industrial capacity of a modern nation. 
Battles, not bombs, are likely to be de- 
cisive in future wars, too. Bombing of 
the bottlenecks of industry does more 
real damage than the bombing of factories 
producing war materials. Even radio- 
activity from an air burst of an atomic 
bomb, according to experts, cannot itself 
make machinery unusable. 

Lesson for diplomats in Germany's 
comeback is that they cannot expect the 
destruction of air warfare to prevent a de- 
feated nation from getting back in a 
position to make war again. As a result, 
diplomats at Paris are striving for agree- 
ments that will keep Germany’s indus- 
trial plant, once thought destroyed by 
bombs, in peaceful channels. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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HOW TO SAVE FOUR BILLIONS A YEAR Pro 
red 
AN INTERVIEW WITH HERBERT HOOVER = 
Chairman, Commission on Organization of the Executive Branch of the Government 
woe, ber 
geth 
EDITOR’S NOTE: The biggest and most impor- 12-man Commission set up by Congress to advise | ineff 
tant business in the U. S. is its Government. Some about making the Government work better. The Q 
say it is also the least efficient. The man who Commission unanimously chose him Chairman. | " as 
knows most about it—the only living man, aside Its final report was made last week. ta 
from President Truman, who has headed it—is Mr. Hoover was invited to the conference rooms Co 
Herbert Hoover, President of the United States, of U.S. News & World Report to discuss what . Q 
1929-33; Secretary of Commerce for eight years his Commission learned. This interview is one of | 
before that, and Food Administrator in World a series with leaders in business, labor, agriculture ‘ae 
War I. Now 74, he was appointed in 1947 to a and national and international affairs. 4 
‘Poa 
v4 § is ce 
repo 
Q Are the possible economies that might come, Mr. year. They were a most capable group of men under po 
Hoover, if the recommendations of your Commission Mr. John Stevenson, president of the Penn Mutual goa 
are adopted, measurable at this time? Life Insurance Company. He and the members were een 
A Assuming the whole program were put into all experienced men in personnél work and familiar a 4 
action, it would take a year to legislate it, and it with the Government. They concluded that the Fed- we 
would take some time to get it into operation. No ac- eral Government could accomplish exactly the same P ass 
curate estimates are possible as to the savings. The purposes with about 10 per-cent less personnel. ay 
only indication of quantity in the matter has been an Q You mean exclusive of military personnel? f 
inventory which I made of the views of the heads of A Yes, civilian personnel only. 
our task forces as to the amounts they thought could Q Would 200,000 federal workers lose their jobs if ae 
be saved in their special fields. The aggregate of those your proposals were put into effect? of tt 
estimates is about $4,000,000,000 a year. I have al- A No. Mr. Stevenson’s group, for instance, pointed lot | 
ways said that I thought it would be above $3,000,- out that the turnover of personnel is about 500,000a 
000,000. You could add these estimates up to $5,000,- year. If we had a properly organized system of per- 
000,000. sonnel, we could take care of all capable employes 
Q That’s about as much as you spent in a year during the-reduction in turnover alone. Q 
when you were President, isn’t it? Q It is often said that people in the Government dour 
A Yes. In the meantime, the budget has expanded can’t be fired for lack of efficiency because of red tape. as P 
from. $4,000,000,000 to $45,000,000,000 and the em- Have you tackled this problem? it? 
ployes of the Government from 560,000 to 2,100,000. A Well, for example, the whole Civil Service has A 
Q Did you recommend eliminating any of the many been surrounded with a mass of red tape that makes as 
new functions of Government that have grown up it extremely difficult to discharge anybody for sheet J yy, 
over the years? inefficiency. They can be discharged if they arg, sp 
A We recommended the consolidation of functions, caught réd-handed in moral turpitude. maki 
which would have much the same effect, but we did But a supervising officer who wishes to remove 2 fi go 
not think it was our job—in fact it was not within our Government employe for inefficiency is required to § po, 
mandate—to instruct Congress about fundamental prove it by documentary evidence. The employe thet ft, 4, 
functions. has four different appeals. The supervising officer ha § they 
Q Can you estimate the possible reduction in the to appear four different times to prove his case, and f trieg 
number of federal employes after you have shaken all the net result of it is that few supervising officers take So 
this down? the time and trouble to do it. What is more, one of the J py ; 
A Yes. The task force on personnel worked a whole bases of ratings for classification of salary is the num- 
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ber of employes under a supervising official. Alto- 
gether, there is not enough incentive to get rid of the 
inefficient. 

Q Is there any plan that will take care of that? 

A Yes, we outlined amendments for what we call 
“separation of employes.” They would protect em- 
ployes from injustice, but would rid the Government 
of the inefficient. 

Q Do you think the Presidency, as it has been 
growing, can be made into a workable job that one 
man can handle properly, or is the job getting so big 
that no one man can really do it? 

A Well, that is a very difficult question. One thing 
is certain. On our computation there are 85 agencies 
reporting directly to the President. The Civil Service 
Commission and the Budget Bureau say there are 
about 65. But, in any event, if the President gave them 
each an hour a week he would have a 65-hour week 
on just administrative problems in the agencies that 
report directly to him, with no time for the major 
problems of policy. We have attempted to reduce that 
pressure. We reduced the number of agencies report- 








ing directly to him. 

Q How many did you have reporting directly to 
you when you were President? 

A About 50. I tried to get rid of about two thirds 
of them, but Congress refused to pass the necessary 
act for new consolidation. 


Old Problem for Congress 


QA great deal of this background arises out of 
your own personal contact with the problem, not only 
as President but as Secretary of Commerce, doesn’t 
it? 

A Yes. This problem of organization of the Federal 
Government began officially under President Taft. 
Mr. Wilson had a crack at it. Mr. Harding appointed 
a special commission, of which I was a member, to 
make recommendations. Mr. Coolidge attempted to 
do something about it. While I was in the White 
House I put up a complete program of organization 
to the Congress. Mr. Roosevelt came along with fur- 
ther commissions and programs. Mr. Truman has 
tried it. 

Something was accomplished from all these efforts 
but never a completed whole—or even a proximation 


Proposed changes seek better Government at lower cost—Plan aims to cut 


red tape and give good men a chance to perform—Goal is efficiency 


and simpler relations with citizens—Action rests with Congress 


of it. Congress has always been the stumbling block. 
However, today Congress is alive to the problem, as 
witness this Commission, which acts at the initiative 
of the Congress by unanimous vote and reports to the 
Congress. This time it is not an administrative action. 

Q How long do you think it will take for this pro- 
gram really to become operative? Do you look for 
action on it piecemeal? 

A It would have to be more or less piecemeal. We 
have before the Congress the new organization of the 
military departments. That goes a great deal further 
than advancing consolidation. If goes right to the 
roots of their accounting, their budgeting, their pro- 
curement and other fundamentals. That bill has been 
reported out of the Armed Services Committee in the 
Senate. We hope it will be adopted by the Congress. 
That covers one third of our problem and probably 
half the waste. 

Then we hope that the Congress will take up the 
housekeeping legislation. That is the root of the 
whole administrative reform. From it Congress for 
the first time will be able to get an understanding of 
what these expenditures are for. Without these house- 
keeping reforms, there is no hope of economy in the 
Government. 


Confusing Expense and Capital 


Q Is there any way in which the budget would be 
separated into current operating and capital ex- 
penditures? 

A We recommend strongly that capital expend- 
itures should be set up entirely separately from 
operating expenses and of course set out in the budget 
report to the Congress. That has never been done. 
There is a total confusion of operating expense with 
capital expense all over the Government. 

Q Would you charge interest on those capital out- 
lays? 

A No. The Government doesn’t have to pay itself 
interest. Of course, if the capital outlay was for earn- 
ing purposes it should be charged with interest. 

One of the novelties of this Government is the fact 
that a lot of Government corporations have invested 
their capital in Government bonds, and the net result 
is that the Government is paying interest to itself. As 
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a matter of fact, they are using that interest to cover 
part of their expenditures. 

Q What opportunities have you had to gather the 
feeling or impression of the attitude of Congress—in- 
dividual members, that is? Have you talked with 
many of them about the plans so far? What reaction 
do you get from Congress about your proposals? 

A I’ve never seen Congress more enthusiastic about 
anything than this. Most members consider this Com- 
mission their creation. There are the two Committees 
on Executive Expenditures and they have been 
especially interested in administrative organization. 
There is already some legislative accomplishment. 
But these little “vested interests” all over the country 
—every Congressman has one or two of them in his 
district, and his pressures are for all parts of our plan 
except the ones affecting those groups. 


How Task Was Done 


Q How did your Commission go about the task of 
investigating all these federal functions and agencies? 

A The departure of this investigation from all in- 
vestigations made hitherto was in what we call the 
“task forces.” I set up some 24 “task forces” ap- 
pointed from independent citizens who had some 
knowledge of the special problems. For accounting, 
we set up a group of leading accountants who were 
familiar with the Government. The task forces were 
instructed to engage whatever research staff they re- 
quired and to take a whole year to do the job if neces- 
sary. They worked magnificently. 

Q Without pay? 

A None of the members of task forces received pay. 
They did have a paid research staff. We did contract 
certain jobs to firms whose profession was such in- 
vestigations. Our task forces brought in a series of re- 
ports that were absolutely uninhibited by politics or 
prejudice or anything else. 

All investigations hitherto have been made by hir- 
ing mostly research people. We added strength to re- 
search by groups of citizens of judgment. They were 
objective-minded men. One reason why I believe the 
armed services’ organization bill will be enacted is 
because of the strength of that task force in their evi- 
dences to the Congress. 

Q Consisting of people outside the armed services? 

A That’s right. Ferdinand Eberstadt was the chair- 
man, and that task force included 14 of the ablest 
citizens you could find in the United States, every one 
of whom hed had contact with war activities of the 
Government. They were all independent men, none 
of them in the Government, and they had the best of 
military advice. 

Q The reorganization bills now before Congress 
authorize the President to make certain changes by 
executive order, which Congress then could veto. Will 
most of your proposals have to be effected in that 
way? 

A No. There is some illusion about that authority. 
That authority of the President has practical applica- 
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tion in rather a limited sphere. Every one of our Major 





recommendations will require additional legislation he 
beyond what the President can do under those powers ce 
But the President should have those powers. | 

Q There is not a great deal of your program, then, “ 
that could be carried out in that way? A 

A No. For instance, in the Post Office—I dop} who 
think there is a single one of our recommendation vari 
that the President could effect under the powers gf agen 
that bill. prof 


It is an entirely new setup from top to bottom thy ciati 
is required in the Post Office. We recommend thy citiz 
the whole postal administration, under the Pog. ects. 
master General, be placed in a Director of Posts §f ciati 
permanent official, if possible. We recommend tha § sociz 
Congress do away with all the other Senate confirma J} asso. 
tions in the Post Office—postmasters et al.—so thet Q 
a boy could rise from being an office boy in Podunk § on ¢ 
to being postmaster in Chicago, if he was goo A 
enough. Those are authorities greater than the Pres. § alon 
dent would have under the general bill now in Con. § susp 
gress. But that bill is also necessary as a method o §& cons 
giving initiative to many other parts of our recom. plac 


mendations. trol 

Q How about this problem of appointments to of- Dep: 
fice? Won’t we be dependent in the future, as in the Q 
past, on the quality of particular appointees? they 


A Everything depends upon the quality of me A 
that administer the Government. On the other hand, § start 
the very best quality of men cannot adequately ad- § repo 
minister many functions of the Government with the J befo: 





machinery that exists today. Our object was to set Q 
up a mechanism by which, if we got good men, they § the | 
could do a good job. selfis 
| A 

Defense Chief's Hopeless Job a 

Q That is, the plan wouldn’t assure good men, but § put ' 
S00d men would make the plan work? form 


A Good men could make it work, and they cant § Gen 
make large parts of it work now. I defy any man, as § It in 
Secretary of Defense, to make that Department op- § acts 
erate economically or efficiently under the present § It & 
law and the present setup. It certainly exhausted one § the | 
good man trying to do it. aSsor 

Q Have you talked this whole thing over at any § and 
length with the President? 

A Many times. 

Q Is he favorable to it? 


A He is very favorable to our plans generally. I do Q 
not wish to commit him on particulars. gage 
Q Isn’t an aroused, supporting public opinion the A 
only thing that will put this plan over? force 
A That is exactly right. If the public insists and J woul 
demands it, then the plans will be realized. Q 


Q What is the principal obstacle in reorganizin{ be si 
the Government? effec 
A The barriers are that everybody wants to reot § Pow 
ganize everybody else in the United States, but he § %0n 
wants to be left alone himself. A 
Q That is, the bureaus? that 
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A Not only the bureaus but all their affiliated asso- 
ciations throughout the country. Every one of these 
bureaus has the backing of some sort of citizens’ 
association whose interests lie in promoting it. 

Q Friends or relatives, or those they do favors for? 

A No, not that. For example, we have the bankers 
who are naturally interested in the conduct of the 
various financial concerns in the Government. Those 
agencies in some cases are able to command the 
propaganda activities of the American Bankers Asso- 
ciation. There are the Army Engineers, with efficient 
citizens’ organizations advocating flood-control proj- 
ects. The Reclamation Bureau has citizens’ asso- 
ciations. The Forest Service has active citizens’ as- 
sociations. All they have to do is to turn on these 
associations when changes are prepared. 

Q You mean that they can bring pressure to bear 
on Congress? 

A We have a vivid example of it: One Senator 
alone received 2,000 telegrams of protest on the 
suspicion that we might suggest consolidating the 
construction agencies of the Government into one 
place, which would mean transferring the flood con- 
trol and river and harbor construction from the War 
Department. 

Q Those pressures are growing, not receding, are 
they not? 

A Some of our leading citizens, as counteraction, 
started an organization to support the Commission’s 
reports. That’s something the country has never had 
before on any of the proposed reorganizations. 

Q You mean an organization that is interested in 
the principles of reorganization solely, without any 
selfish interest attached to it? 

A Exactly. President Johnson of Temple Univer- 
sity has accepted the chairmanship of the most im- 
pressive body of important citizens that has ever been 
put together. It is absolutely nonpartisan, as witness 
former Vice President John Garner on one side and 
General Dawes [former Vice President] on the other. 
It includes five former members of Democratic Cabi- 
nets and five members of former Republican Cabinets. 
It embraces the heads of the labor organizations, 
the farm ‘organizations, chambers of commerce, tax 
associations, women’s clubs, universities, publishers 
and many others. 


Commission's 500 Aides 


Q How many people would you say have been en- 
gaged in the work of the Commission? 

A Well, there are about 300 members of the task 
forces, and then there were the research people—I 
would say about another 200. 

Q Of the $3,000,000,000 that you estimated could 
be saved, is there any substantial part that could be 
effected through the exercise by the President of the 
power that he would be given under the reorganiza- 
tion bills? 

A Yes, a very considerable amount could be saved 
that way, because he would have authority to con- 
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solidate functions, do away with overlap and duplica- 
tion, and abolish the unnecessary bureaus. 

Q So we could get some substantial economy fairly 
soon? 

A Yes. 

Q Wouldn’t you say a good deal of the difficulty 
today is the aftermath of war and war operations in 
Government? ; 

A Obviously the tremendous growth of the Govern- 
ment had a good part due to war. Nobody would deny 
that fact. We have all of the additional obligations 
that were created in the war itself, some of them we 
never can get rid of. Under the most drastic hope and 
expectation I wouldn’t expect to see the budget again 
below $25,000,000,000. 

Q The Government never stops growing, does it? 

A Well, a bureau’s or a government’s function is 
like some kinds of vegetable. They grow up little 
sprouts all around themselves. 

Q Can you summarize briefly just what your Com- 
mission has tried to accomplish? 

A The executive agencies have grown up like a 
series of “lean-tos” all around the President’s power. 
There is no specific constitutional authority for any 
department of the Government. Therefore, the whole 
mechanism is a series of accretions from 160 years of 
congressional and administrative actions, with no ef- 
fective plan. 

As I said, we have divided the problem into “‘house- 
keeping problems” which apply to all agencies, and 
into the departmental organizations. As to the latter, 
we propose to divide their activities effectively into a 
specific major purpose—a definite mission to each 
major agency. That idea is not new, but it has never 
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been properly carried out. Today agencies of the 
same major purpose are scattered over many de- 
partments with much overlap and waste. Differ- 
ent purposes are all mixed up, as you know. 

Q Have you drawn new lines of authority for the 
executive arm? 

A We established two ideas. One of them is the 
descent of authority. In the congressional setup 
over the years there has been great encroachment 
into the executive authority. There are some 37 
bureaus or commissions in the Government that 
are presumed to have authority independent of the 
President. 

No doubt they usually would comply with the 
direction of the President, but they don’t have to, 
at least in their own view. Therefore, we have set 
up a thesis that we must have a descent of au- 
thority, from the President down to the last office 
boy. Also, we established the idea of an ascent of 
complete responsibility from the office boy back 
up to the President. 

Q So that the President would become, in fact, 
the administrative head of the Government? 

A Yes. Under our proposals the President would 
sit at the top of an administrative staff of some 22 
or 23 men with definite steps in delegation of 
authority. 

Q Do you think we are going to get more cen- 
tralized power in the Presidency as a result of this? 

A No, probably less. We are here considering 
administrative authority, not political power. It 
puts him in authority as definite as the president of 
a corporation vis-a-vis his board of directors, which 
is the Congress. That is a thoroughly American 
concept. 

Q His Cabinet would not be the board of direc- 
tors, then? They would be his agents? 

A His Cabinet are in fact his operating vice 
presidents. They always have been, as a matter of 
fact. There is no joint responsibility in the Ameri- 
can Cabinet. 


No ‘Substitute President’ 


Q Is there any provision for an executive vice 
president, a No. 2 man, in that proposal? 

A Before I answer that, I must state that we 
propose the President should have a capable staff 
to advise him about policies and one kind of 
routine or another. But the staff shall have no ad- 
ministrative authority whatever. We are very ex- 
plicit about that. 

The administrative authority should be dele- 
gated to the heads of operating agencies. The 
budget, for instance, is a staff operation of the 
President’s. We object to having any administra- 
tive authority in any of those staff agencies. Then 
we propose to set up each one of the heads in the 
larger agencies likewise with a staff which has no 
administrative authority. For instance, we want 
to set up a budget officer, a personnel officer, a 


procurement officer and a publications officer on 
the staff of each of the important agencies, and we 
want corresponding men to most of them on the 
President’s staff. 

Q You wouldn't get a No. 2 executive vice pres- 
ident who would be familiar with this work, in case 
anything happened to the President? 

A You cannot place any official between your 
President and these 22 or 23 operating heads of 
important agencies. That just isn’t feasible. They 
will not accept any such relationship. The Presi- 
dent must be able to operate directly with them. 
An elected officer injected between the President 
and the Cabinet officers and heads of important 
agencies would only produce chaos. 

Q The functions of the Vice President would not 
be changed under this plan? 

A No, we haven’t made any suggestions about it. 
We have discussed at great length the idea that the 
Vice President could be used by the President for 
special missions. The President, to determine pol- 
icy, must always assemble temporary bodies of one 
kind or another, citizens or otherwise, for advice 
and important other functions. The Vice President 
might well preside over those groups. 

Q A major purpose of all this, I suppose, is to 
Set efficiency and economy at the same time. Is 
that right? 

A That’s right. And a better relationship between 
the citizen and the Government—to simplify that 
relationship wherever we can. 

Q At any rate, you are getting a chance to use 
your talents as a former President. Is there some- 
thing you could recommend for former Presidents? 

A Well, at one time I had hopes that my exclu- 
sive Trade Union of Former Presidents would 
double its membership. Then we could have had 
more influence on, say, Congress. It looks as if that 
project has disappeared. 

Q It has been suggested from time to time that 
former Presidents might go to the Senate. What 
do you think of that? 

A I don’t think it would do any harm. I think it 
would do good. I don’t want to go there at my time 
of life, but I think, as an addition to the efficiency 
of the Government, it would be greatly worthwhile 
for the future. Any former President carries a lot 
of seasoned experience which would aid the legisla- 
tive side. It would be a good thing to do. 

Q Could that be done with our Constitution? 

A I understand it could be done by statutory 
law, provided the former President had no vote. He 
could have the privilege of debate, office assistants 
and a salary. 

Q What is this recipe that you have for looking 
as well as you do, working as hard as you'do, at 
your age? All of us would like to be your age some 
day. You look as young as you did 10 years ago. 
How its it done? 

A By living a life as near perfect rectitude as 
the limitations of mankind permit. 
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FROM THE CAPITALS OF THE WORLD 


PARIS...-HONG KONG....ATHENS.... 





>> Sparring of the big powers at Paris comes down to this: 
Andrei Vishinsky of Russia is an anxious seller. He wants to sell all over 
again to the U.S. the kind of Germany Russia sold the U.S. in 1945 at Potsdam. 
Dean Acheson of the U.S. is a cautious buyer. He is not interested in buy=/ 
ing, again, a 1945-model Germany, isn't sure he needs to buy anything at all. 
Truth is, it's a buyer's market. Vishinsky may not be aware of that. 
Deal, if any, thus has to be made pretty much on the buyer's terms. 








>> Terms U.S. is asking will seem stiff to Vishinsky. 

End of reparations is one condition U.S. asks before merging East and West 
Germany. This means Russia must quit taking $500,000,000 a year in goods out of 
East German production, be content with total take to date of $8,000,000,000. 
Germany, in future, no longer is to be fed from the West, milked from the East. 

End of special rights over industry is another U.S. condition. Soviet, in 
other words, is asked to turn back to Germans one third of East Germany industry. 

End of veto right in four-power council for Germany is also asked. Soviet 
vetoes wrecked council a year ago. U.S., with a majority, doesn't need veto. 











>> And, on the positive side, U.S. puts up these terms for a unified Germany: 

Self-government for all Germans, under the constitution approved at Bonn. 
Allied powers are to stay on the side lines, run Germany by remote control. 

Bill of rights for Germans in Soviet Zone, as in Western Zones. This callg 
on Russia to disband centralized militia, close concentration camps, terminate 
Communist control of police and courts, permit free speech, free politics. 

Reduction, but not complete withdrawal, of occupation troops. 

Return to Germans of some of the territory Russia gave the Poles in 1945. 

This is the 1949-model Germany that Mr. Acheson would buy, and in payment 
for which he is thinking of expanding the Marshall Plan to cover all of Germany. 

Prospect is that Mr. Acheson will stand on these terms, deal or no deal. 











>> In Asia, Communists are writing the ticket, not the U.S. Question’ asked in 
that part of world is when U.S. will stop retreating, where it will stand. 

With Shanghai fallen, Canton threatened, Britain's Hong Kong in danger, 
what's left of Nationalist China is defended by only two retreating armies, and 
by a Government split at least two ways, just about at the end of its rope. 

British gamble is that Chinese Communists won't attack Hong Kong, instead 
will leave it as window to West, kept open for indispensable trade. Britain, 
accordingly, wants to deal with Communist Government, wants U.S. to follow suit. 

Embarrassed U.S. hesitates to ditch Chiang Kai-shek because of pro-Chiang 

(over) 
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feeling in U.S., wants Britain to wait a while before recognizing Communists. 
What U.S. will do if Chinese Communists overflow into Southeast Asia, after 
conquering China, is something else. U.S. answer to that is not yet clear. 








>> Question is who is to stop Communist conquest of all Asia, and how. 
Indo-Chinese, warring with French, are not in good shape to. 
Burmese are in a mess, fighting among themselves. 
Siamese, though at peace, are fearful of a Government overturn. 
Malays have their hands full fighting Communists in the jungle. 
That leaves India as the one country on Asia's mainland to confront China's 
Communists with a sizable army and a relatively stable Government. 





>> As people in the Far East get it, U.S. is going on this theory: 
Communist advance in Southeast Asia can be checked by return of strong gov- 
ernments to that area. U.S. looks to Britain, France, India to tend to this. 
Communist need for goods will force sovietized China into peaceful rela- 
tions with West in order to get oil, steel, machinery, technical help. 
Communizing China, anyway, is to keep Communists so busy there they won't 
have time to do much in Southeast Asia. That, at least, is the theory. 
On this theory, U.S. is unlikely to do much more in Asia than it is now. 











>> Peace isn't to break out overnight in Greece. 

Back of the peace talk, what makes possibility of peace worth talking about 
as an outside chance, is Communist weakness, growing U.S.-Greek strength. 

U.S. position is stronger than at any time since aid program began. 

U.S. timetable calls for pushing guerrillas back to border areas by end of 
this year. U.S. military observers think this can be done, for these reasons: 

Rebel losses are 4,000 a month now, compared with 3,000 monthly last year. 

Rebel recruiting is down to 400 a month, against 1,700 early this year. 

Rebels' net loss, thus, is 3,600 a month. At this rate, total force of 
some 20,000 can't last much more than six months, as U.S. officials figure it. 

U.S. idea is to push guerrillas clear to the borders of Greece, and then 
maybe talk peace. Russian idea, naturally, is to talk before that happens. 

Peace, in that situation, is not to be expected any time soon. 

In any case, Greece expects to continue getting U.S. economic aid at upward 
of $200,000,000 a year long after the fighting has stopped. Athens figures it 
will be 1954, at earliest, before Greece can be back on its own feet. 




















>> Cost of nationalized industry is at issue in France, giving conservatives 
a chance to attack the Government, threatening it with another upheaval. 

Total losses from nationalized industries are reaching $156,000,000 this 
year. That accounts for a big chunk of budget deficit of above $250,000,000. 

Losses from state railways lead the list at $80,000,000 for the year. 

Leak in rail revenues, conservatives say, accounts for most of this. One 
leak springs from fact that 23 per cent of rail passengers travel on passes. 
Another leak springs from padded pay rolls. Wages take 82 per cent of revenues. 

One problem for Government is to cut losses from nationalized industries 
enough to satisfy conservatives without seriously alienating socialists. 

Harder problem for a French Government is to cut all expenses, or raise 
taxes, so as to balance budget, meet U.S. aid requirements, keep U.S. aid flowing. 
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COMING SOON...GIA 
SKY FREIGHTER FOR 
AMERICA’S AIR FORCE! 


Millions of men...and millions of tons of 
vital supplies were transported by air during 
World War II. Today our reserve of transport 
planes has been strained to the utmost to achieve 
the victory of the Berlin Airlift. 

The need is for larger, faster air transports. And 
to meet this need, Douglas is now building a fleet of 
giant new air freighters for the U. S. Air Force. 

Designed with unique built-in nose ramp, the 
new Douglas C-124A will be the only airplane 
able to transport such typical loads as: (a) 13-ton 


high-speed tractor plus 8-inch howitzer M1 
on carriage Ml; (b) two General Motors 
busses fully loaded plus 56 additional 
equipped troops; (c) three fully loaded 
ordnance maintenance trucks, each 214-ton, 6x6. 
There can be no compromise with preparedness. 
And that is why Douglas continues to apply its 
quarter century of skills and experience to the 
pioneering of ever faster, more dependable air trans- 
ports. Whatever the task, wherever the mission— 
Douglas airplanes are on the job! 


DOUGLAS AIRCRAFT COMPANY, INC., SANTA MONICA, CALIFORNIA 


















but strike gave Peron 


SALTA, ARGENTINA 
REVOLT against President Juan D. 
Peron by some of his most ardent 
supporters has given the Peron regime 
the worst jolt it has had to date. This 
revolt, to be sure, was not nation-wide. 
It was confined to this provincial capital 
of Salta, 1,000 miles northwest of Buenos 
Aires. But it took troops to put down the 
riots, and, when the smoke had cleared 
away, 6 rioters were dead and 50 
wounded. 

Significance of what happened at 
Salta is only now beginning to sink in, 
though the riots broke out a month ago. 
This is the story: 

The city of Salta, in a cleft of the 
Andes near the Bolivian border, is the 





producing center for Argentina’s mineral 
wealth. Most of the city’s 45,000 people 
make their living in the oil fields or in 
mining gold, silver, lead, copper. Most, 
too, are organized in labor unions and 
strong in the Peronist faith. 

Like the rest of Argentina, Salta has 
benefited from the social reforms intro- 
duced by President Perén. Workers have 
received several rounds of Government- 
sponsored wage increases. Labor unions 
have for the first time become a political 
force, though carefully chaperoned from 
Mr. Perén’s central headquarters in 
Buenos Aires. 

Class hatred, at the same time, has 
shown signs of increasing. Working 
people have been taught to denounce 
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It happened in a remote Argentine city, 


a new problem 


“profiteers” and “capitalists” and to ex- 
pect regular and substantial wage in- 
creases, as much as 50 per cent a year. 
Before the Perén Administration took 
over, the average laborer in Salta five 
years ago earned only $8 a week. 

With wage increases came inflation, 
quadrupled Government spending, high- 
er prices, a swift increase in the cost of 
living. 

One better-paid workman in Salta, 
who earned $1.75 a day before Peron, 
could buy his own house then with 1,000 
days’ wages. He now earns $5.50 a day, 
thanks to Mr. Perén, but the house now 
costs him 2,800 days’ wages. 

He is puzzled, confused, often angry. 
So, one day, several labor unions in Salta 
protested to the provincial government 
that their members could not go on with- 
out higher wages. They demanded re- 
peal of the latest ceiling-price decree, 
which permitted wholesalers and retail- 
ers to raise certain prices. 

When neither provincial nor national 
authorities heeded their demands, the 
unions called for resignation of two top 
provincial officials. A strike committee 
was formed. Regional labor leaders. then 
called for a general strike in Salta. 

Street demonstrations overran Salta. 
Telephone and telegraph workers’ un- 
ions, which are pro-Perén and dominate 
the industry, joined the strike, severing 
all-communications within the city and 
with the rest of the country. Policemen 
and firemen, who had been asking for 
wage increases, were not satisfied with 
what the Government offered, so many 
of them struck, too. 

On the morning of the general strike, 
the city of Salta locked itself tight. In- 
dustrial and commercial activities shut 
down entirely. Even public services were 
cut. 

The governor, mayor and police au- 
thorities ordered strikers back to work 
immediately, but the request fell on deaf 
ears. Mobs of workers marched through 
the streets, singing the national anthem, 
carrying posters of the Peréns to the 
Salta Government House. Loyal police 
ordered them to disband, but this pro- 
voked a _ bloody riot. Demonstrators 
threw rocks and bottles, and police fired 
into the throngs. 

Then the Fifth Army Division went 








into action, dispersed the crowds, took 
over the Government buildings and pub. 
lic services and put down *what had be. 
gun to look like a’ small-scale revolution, 

The strike, of course, was broken. At 
the same time, strikers won a partial vic. 
tory. The price decree protested against 
was withdrawn, and the two provincial 
officials they objected to were fired. 

The workers had made gains. But the 
damage to President Peron’s prestige had 
been done. His supporters were startled 
when they saw his own soldiers shoot 
down those whom he had called his “be- 
loved descamisados” for taking literally 
the advice of their leader, This was a 
clash that Mr. Perdn promised would 
never occur under his prolabor regime- 
soldiers against workers, 

Union men in Salta now are showing 
their disillusionment at Mr. Perdén’s meth- 
ods in dealing with workers. They don't 
have quite the same feeling toward Perén 
and the Perénist movement. And they are 





more nearly ready to listen to Communist 
agitators, several of whom are now busy 
in Salta. 

What happened at Salta, it now ap- 
pears, could happen tomorrow in other 
cities. The same conditions, the same 
gulf between wages and living costs, 
rankle as much in one place as another. 
If and when the experience of Salta is re- 
peated in Buenos Aires, the structure of 
Mr. Perén’s Argentina can be shaken 
quickiy. 

In Buenos Aires, the Minister of In- 
terior called the Salta affair “purely a 
police and provincial matter.” 

But associates of Mr. Per6n fear it repre- 


.sents a turning point in the course of his 


fortunes as a leader of the masses. B.S.R. 
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Wiley G. Warner, 111 Atkins, line 
foreman, bought stock of the public 
utility he works for. Year after year, 
his income from this stock, listed 
on the New York Stock Exchange, 
has averaged 6% or better. 


I. Richard Henny, salesman, with 
the tman who brings dividend 
checks to his home at 119 Atkins. 
The Henny’s income in 1948 from 
their shares listed on the New York 
Stock Exchange was 4%. 


How many 
“second incomes” 


on Atkins Ave.? 



































Mrs. Fred C. Knauer, 133 Atkins, 
with her daughter. Mr. Knauer, an 
assistant sales manager, and his wife 
own several stocks listed on the 
New York Stock Exchange, which 
yielded them about 5% in 1948. 





L. F. Simmons, 122 Atkins, is a 
field engineer. For 20 years he has 
bought common stock in the com- 
any he works for—one listed on the 
ew York Stock Exchange. His 
shares in 1948 paid him about 7%. 















A case history 
of money at work .. . from one 
street in Lancaster, Pa. 


Twenty-three typically American families live on 
Atkins Avenue in the block between Elm and 
Elwood. 


They are thrifty people. Four-fifths of them own 
their own homes. They know the added security 
of savings in cash and U. S. Savings Bonds, of 
adequate insurance. And thirteen of these twenty- 
three families — more than half — have rounded 
out their plans for the future by putting their 
surplus funds to work .. . in dividend-paying 
common stocks. 


Thus thirteen families in this one block enjoy a 
“second income’”’ from their share in the profits of 
American industry. 


Like millions of other Americans, these people 
have found that many opportunities for extra in- 
come are open to the prudent, informed investor 
—the investor who considers the risks as well as 
the rewards, and who bases his decisions on the 
facts which are available to all. 


In your consideration of the advantages of stock 
ownership, the nearest office of a Member Firm 
of the New York Stock Exchange—and there are 
1550 across the country—will welcome the oppor- 
tunity to serve you. 


























ommunist F Investing for Income... Write for your copy of this interesting study. 
now busy z. The common stocks listed on the New York Stock 
Exchange which have paid dividends every year from 
now 25 to 101 years are the subject of an article reprinted 
in other = from The EXCHANGE, monthly Stock Exchange 
the —_ 2 = publication. For your free copy, write Dept. U2, New 
ng — z= | = = York Stock Exchange, 20 Broad St., New York 5, N. Y. 
. _— pe aa # or ask at any office of a Member Firm of the Exchange. 
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Future Course of Atomic Development Rests With ‘Going Over' 
Congress Is Now Giving to Trouble-Absorbing David Lilienthal 


> David E. Lilienthal, as usual, is in 
trouble. Mr. Lilienthal, who has a gift 
for making either ardent enemies or de- 
voted friends, is Chairman of the Atomic 
Energy Commission. The enemies he 
has accumulated in the course of 16 
years as a New Dealer and top Govern- 
ment administrator are denouncing the 
record, policies and activities of AEC. 
They are demanding Mr. Lilienthal’s res- 
ignation. As usual, he is fighting back. 

The congressional Joint Committee on 
Atomic Energy, which includes both 
friends and foes, is digging for the facts 
underneath the charges. Its open hear- 
ings draw a jam of spectators. The flash 
bulbs of the cameramen flare. Reporters 
dash for their wires with hot bulletins. 
It is one of the gaudiest shows Capitol 
Hill has seen in years. 

But, underneath the glitter, a battle is 
being fought that is not revealed by the 
headlines. It involves the future of 
atomic-energy development, and so is 
closely linked with the. future of the 
U.S. in foreign affairs. It also involves 
the future of the calmly embattled Mr. 
Lilienthal. There are fundamental is- 
sues of which the public is unaware. 
What it all simmers down to is this: 

Atomic control. Military elements are 
trying again to obtain control of atomic- 
energy development. When the law un- 
der which AEC operates was passed 
nearly three years ago, this control, after 
a hot fight, was given to a civilian Com- 
mission, with provision for military con- 
sultation. President Truman and Mr. 
Lilienthal agree that civilian control is 
the proper course. 

Their point is that the development of 
atomic energy for civilian purposes, for 
the production of industrial power, for 
the medical uses of radioactive sub- 
stances is fully as important as the devel- 
opment of atomic bombs. The military, 
although beaten, have hardly given up. 
They have their friends in Congress. 

The Chairman. Mr. Lilienthal must 
be reappointed and reconfirmed by the 
Senate before June 30 of next year. He 
was confirmed originally, after a memor- 
able contest, by a vote of 50 to 31. 

His opposition came and still comes 
from an accumulation of sources. There 
are enemies made through his years as 
head of the Tennessee Valley Authority 
and an outstanding spokesman for pub- 
licly owned power facilities. There are 
conservatives who do not want a public- 
power man in charge of a program aimed 
eventually at utilizing a new and tre- 
_mendous source of power. 
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Charges that Mr. Lilienthal is commu- 
nistically inclined persist, despite his re- 
peated denials and a much-quoted state- 
ment of his ideas of democracy. 
Throughout his career, in addition, he 
has been a bit too independent of Con- 
gress to suit a number of its members. 

The opposition, by pressing the attack 
now, is simply preparing to oppose Mr. 
Lilienthal’s confirmation in anticipation 
of his reappointment next year. There 
is no idea that he will comply with the 
demand for his resignation expressed by 
Senator Bourke B. Hickenlooper of 





AEC‘s LILIENTHAL AND JOINT COMMITTEE CHAIRMAN McMAHON 


vote (Lewis L. Strauss dissenting), the 
Commission overruled its security office; 
and shipped radioactive isotopes to othe 
nations; and that the Commission agaiy 
disregarded its security officer's recom. 
mendations in giving Dr. Edward ¥. 
Condon, head of the National Bureau of 
Standards, access to atomic information. 

More charges and disclosures can be 
expected. The objective is to build up, 
cumulative case against Mr. Lilienthal 
and the Commission. 

The defense. Mr. Lilienthal is mak 
ing an aggressive over-all defense, with 





—Acme 


The opposition is determined; the defense is confident 


Iowa, ranking Republican on the Joint 
Committee and chairman of that group 
in the 80th Congress. 

What worries Mr. Lilienthal’s friends 
is the fact that Mr. Hickenlooper sup- 
ported Mr. Lilienthal in the confirmation 
fight of two years ago. Senator Arthur 
H. Vandenberg, who also backed him, 
has cooled. The two could draw away 
numerous Republican votes. 

Meanwhile, Mr. Lilienthal’s oppo- 
nents are building up their case in the 
Joint Committee hearings. 

The charges. They expect to produce 
a succession of disclosures. They have 
shown, for example, that a laboratory 
bottle of uranium-235 disappeared from 
the Argonne National Laboratory in Chi- 
cago and the FBI was not notified 
quickly; an AEC fellowship for ad- 
vanced study in physics went to an 
avowed Communist; on a_ four-to-one 


replies to the individual accusations. 
The disappearance of the bottle of ura 
nium-235 was the result of the Argonne 
Laboratory’s failure to follow explicit 
Commission orders. The Communist was 
chosen for the fellowship by the National 
Research Council, not by the Commis- 
sion, and safeguards against a repetition 
have been erected. The isotopes shipped 
abroad were not of the sort that could 
possibly be used in atomic-bomb experi 
mentation. 

But his major defense is to ask for a 
comparison of the status of the atomic- 
energy program now with its status when 
the Commission took over from the 
Army. Mr. Lilienthal is aware, of course, 
of the effort of the military to gain con 
trol, and this defense cuts two ways. 

He can ‘be expected to assert that. 


- when the Commission was organized 


the production of atomic weapons had 
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stalled. Manufacturing facilities were 
run-down. There was little available fis- 
sicnable material. By contrast, properties 
now have been repaired. Atomic weapons 
have been improved and a stockpile of 
them accumulated. Production of fission- 
able material has vastly increased. 

With the help of the Committee Chair- 
man, Senator Brien McMahon, Mr. Lilien- 
thal, always self-assured, sometimes has 
been able to turn the hearings into a 
rostrum for extolling the record of AEC 
and explaining to the world that, in the 
development of atomic energy for all pur- 
poses, the U. S. is in a strong position. His 
position also has been bolstered by a 
strong expression of confidence from 
President Truman. 

Security. The question of how safe 
the U. S. atomic secrets are from Russian 
scientists has worried a number of Sena- 
tors, notably Mr. Vandenberg. Charges 
of Mr. Lilienthal’s leftward leanings are 





SENATOR HICKENLOOPER — 
He changed his mind 


linked in some minds with disclosures of 
fellowships granted te Communists or 
near Communists and the shipment of 
radioactive substances overseas. 

The Commission has been criticized 
for revealing too much in its last semi- 
annual report. Previously, from different 
sources, it had been criticized for re- 
vealing too little. The whole question of 
how much should be made a matter of 
public information is under discussion. 

Mr. Lilienthal, himself, thinks that the 
atomic secrets are safe. The security 
program has been carefully drawn up, 
and he professes a readiness to close any 
loopholes that may appear. 

Worries. The whole situation leaves 
Mr. Lilienthal unworried about himself. 
He has had abundant criticism heaped 
upon him in the past, is used to it. He 
considers criticism just a necessary part 
of holding a job in a democracy. 
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His only worry is the effect abroad of 
charges that the atomic-energy program 
has been mismanaged. He fears a loss of 
American prestige and that Secretary of 
State Dean Acheson may be _handi- 
capped in his negotiations with the Rus- 
sians at Paris. Hence he is eager to have 
the facts produced as quickly as pos- 
sible. 

Public servant. Public service has 
been Mr. Lilienthal’s career. After a Mid- 
western boyhood and graduation from 
DePauw University and Harvard Law 
School, he practiced law in Chicago from 
1923 to 1931 and then became a member 
of the Wisconsin Public Service Commis- 
sion. President Roosevelt made him a 
director of TVA in 1933, and in 1941 he 
became Chairman of that agency. 

After the war, Mr. Lilienthal served on 
a committee that studied the problem of 
control of the atomic bomb. The result 
was the Acheson-Lilienthal report, call- 
ing for a world atomic authority. This 
became the basis of American policy, but 
was not acceptable to Russia. 

The committee’s work gave him a 
knowledge of the secrets of the atom. 
J. Robert Oppenheimer, physicist mem- 
ber of the committee, lectured the group 
for weeks on scientific aspects as a neces- 
sary preliminary to forming policy con- 
clusions. 

The original Commission itself proved 
a highly congenial and closely working 
team. In addition to Mr. Lilienthal and 
Mr. Strauss, the members were William 
W. Waymack, a newspaper editor; Rob- 
ert F. Bacher, a physicist, and Sumner T. 
Pike, a businessman. All problems have 
been considered by the Commission as a 


‘ whole: There has been no assigning, for 


example, of scientific issues to Mr. 
Bacher or business problems to Mr. 
Pike. 

The group was recently broken, how- 
ever, by the resignations of Mr. Way- 
mack and Mr. Bacher. Two new mem- 
bers—Henry DeWolf Smyth, a physicist, 
author of the officially approved volume, 
“Atomic Energy for Military Purposes,” 
and Gordon E. Dean, a lawyer—have 
been named to fill the vacancies. While 
struggling with Congress, Mr. Lilienthal 
must fit the new members into the 
group. 

The Chairman, thoughtful, serious- 
minded and always approachable, makes 
up for hours spent at the Capitol by 
extra hours in his office. He usually is 
there until 7 or 8 p. m. in the evening, 
and customarily works through the week 
ends. 

Putting the best aspect he can on his 
new troubles, he inclines to regard them 
as an opportunity to assure the public, 
and America’s allies, of the soundness of 
the atomic program. He discourages ref- 
erences to the movement against him as 
a “lynching party.” He remains sunnily 
confident that, when the facts are known, 
he and AEC will stand vindicated. 
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Special 


Saving money is getting to be 
more popular as consumer spend- 
ing slides off. Individuals are 
putting a larger share of their 
earnings into banks, insurance 
policies, Government bonds. 

Fewer people, too, are going 
into debt, and old debts are be- 
ing paid off at a faster rate. It 
all means lower consumer de- 
mand now, but it can mean 
heavier buying later. 

People are saving more money this 
year, spending less out of their cur- 
rent incomes. Of each $100 received by 
individuals, after taxes, $10.70 is being 
saved. One year ago the rate was $7.06, 
and before the war it was less than $5 
out of each $100. 

Individuals obviously are showing 
more caution in their spending habits. 
They are buying more Government sav- 
ings bonds. They are starting to pay off 


extensive research on a problem of out. 


standing importance in National Affairs.) 


BOOM IN SAVINGS: GOOD OR BAD? 


Vast Funds Held Back by Buyers’ Caution 


installment debt faster than they are in- 
curring that form of debt. People are tak- 
ing on mortgage debt more slowly than 
they did. Money is going into savings ac- 
counts, into building and loan associa- 
tions, into new insurance at faster rates 
than. before. 

Some economists are saying that peo- 
ple are saving too much of their incomes 
and spending too little. They see over- 
saving in present trends and think that 
the result will be further declines in con- 
sumer demands and, in turn, more severe 
slowdowns in business activity. Others 
argue that the rise in saving is a result— 
not primarily the cause—of the slowdown, 
that people are cautiously watching the 
downturn and waiting for still lower 
prices, for bigger and better bargains. 

What is happening in savings is this: 

Liquid savings now owned by in- 
dividuals, in total, are in staggering 
amount and still growing. People already 
hold well over $200,000,000,000 in Gov- 
ernment bonds, cash and bank deposits 
alone. This is not much less than the 
total of all personal incomes in a year. In 
addition, people have other billions in life 
insurar..> equity. Their investment in 


savings and loan associations, too, is con- 
siderable and growing. 

Total of the most liquid, or easily ae- 
cessible, savings at this time is about 
$213,250,000,000—including cash, bank 
deposits, Government bonds and equity 
in savings and loan associations. That 
compares with a bit less than $50,000- 
000,000 in 1939, and with $151,000,000,- 
000 at the end of the war. 

Form of savings is to influence the 
way in which holdings will be spent. 

In currency and checking accounts, 
people were holding about $74,000, 
000,000 at the start of the year. That 
represented a decline in 1948, probably 
followed by a slight decline since. These 
are holdings that people are most likely 
to dip into when they see something they 
want to buy. 

In time deposits, or savings accounts, 
people were holding $54,700,000,000 at 
the end of March. An increase of $700,- 
000,000 in the first quarter was 45 per 
cent greater than the increase in this 
form of savings in the first quarter of 
1948. Consumers are likely to hold on 
to these savings more tightly than to 
cash. But these, too, will be available 
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‘ts our EM check, mother-ON TIME as always / 


Today, and every day, many men and 
women will await the postman’s coming 
with full confidence that their E-M insur- 
ance check will arrive ‘‘on time as always”! 
For Employers Mutuals consider it a vital 
obligation to be not only fair and cheerful 
in making payment of claims—but prompt 
as well! 
This dependability of claim settlement 
means added security for all who benefit 
. it permits personal, family or business 
plans to be carried out as scheduled . . . it 
assures “‘life as usual”’! 
E-M claim adjusters . . . chosen for native 
ability and company-trained to the highest 
standards of fair claim settlement... up- 


How E-M’s dependable claim service provides security 
that assures “life as usual” for countless families ... 
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hold the Employers Mutuals tradition of 
“handling policyholders’ insurance affairs 
as policyholders would like them handled.” 
Prompt, equitable claim settlement is typ- 
ical of the many superior services of these 
seasoned mutual companies: Workmen’s 
Compensation policyholders, for example, 
share in such skilled, humanitarian serv- 
ices as accident prevention, rehabilitation, 
disease control, safety engineering. indus- 
trial nursing and first-aid programs. Em- 
ployer-policyholders, workers and their 
families all stand to benefit from these 
services . . . benefits are reflected in better 
management-worker relations and im- 


proved morale—and in premium savings! 


EMPLOYERS MUTUAL LIABILITY INSURANCE COMPANY OF WISCONSIN 
EMPLOYERS MUTUAL FIRE INSURANCE COMPANY 


Home Office: Wausau, Wisconsin ¢ Offices in Principal Cities 


Consult your telephone directory 


Employers Mutuals write: Workmen’s Compensation—Public Liability— Automobile—Group 
Health and Accident—Burglary—Plate Glass—Fidelity Bonds—and other casualty insurance. 


Fire—Extended Coverage—Inland Marine—and allied lines. 


14ll policies are nonassessable 
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E. D. Jones & Sons uses Spherical Roller 
Bearings on the shafts of its Majestic Jor- 
dans. These bearings help maintain preci- 
sion adjustment and operation, remain on 
the shafts for life of the Jordans. 


with these features assure longer service life. 
You can build greater productivity and stay- 
ing power into your equipment with Torrington 
Spherical Roller Bearings. Our engineers will be 
glad to help you with your friction problems. 


THE TORRINGTON COMPANY 
South Bend 21, Ind. Torrington, Conn. 
District Offices and Distributors in Principal Cities 
of United States and Canada 


TORRINGTO 
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Machinery equipped with Torrington Spherical Roller Bearings 
spends more time on the job, less with the maintenance crew. 

These self-aligning bearings run smoothly even when shock 
loads deflect shafts or distort frames. Binding stresses cannot 
develop. Periodic alignment adjustments are unnecessary. Tre- 
mendous load capacity and low friction coefficient combined 
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Cardwell insures uninterrupted 
operation of the Trailerig with 
Spherical Roller Bearings on main 
drum shaft and in the transmis- 
sion. Drilling schedules are main- 
tained with dependable trouble- 
free bearing performance. 





New Holland mounts the 6%-ton impellers 
of its Double Impeller Breakers on Tor- 
rington Spherical Roller Bearings. They 
handle rock-crushing loads easily with 
minimum maintenance. 


/ 
SPHERICAL pp 
ror BEARINGS 


Spherical Roller + Tapered Roller - Straight Roller - Needle + Ball + Needle Rollers 





Special Report 


for spending when buyers decide the 
time is right. If this were the time, say. 
ings in this form alone would pay for alj 
retail purchases for more than five 
months. 

In Government securities, individ. 
uals now have invested more than $70. 
000,000,000. Of that, more than $48. 
000,000,000 is in savings bonds, and 
people are adding to their savings-bond 
holdings at a faster clip all the time 
They added $2,100,000,000 in 1948- 
against $1,800,000,000 in 1947—and sp 
far this year individuals are laying away 
more in this form than they did in earl 
1948. 

This reserve, for many people, is not 
to be touched for just ordinary buying 
For others the purpose of buying savings 
bonds is to accumulate enough for a ma- 
jor outlay—for a new car, a roomful of 
furniture. The reserve already stored in 
these bonds is enough to pay for all the 
new cars, furniture, refrigerators and all 
other durable goods that consumer 
would buy in a year and a quarter at 
the current rate. ' 

In savings and loan associations, 
people increased their equity by $107, 
000,000 in the first quarter of 1949 toa 
total of $11,;100,000,000. The rise was 
70 per cent greater than in the same 
quarter a year earlier. These savings—like 
dollars put away in commercial-bank 
savings accounts—are drawn upon reluc- 
tantly by some depositors. Some holders 
are building up reserves for their old age, 
or for their children’s education. 

Others, however, .will spend out of 
these assets whenever they think the 
price and their individual need call for 
action. Some will transfer these savings 
to other investments. The amount on 
hand in this form is enough to buy all 
the new securities that corporations are 
likely to issue in the next year—and, in 
addition, everything that retail clothing 
stores are likely to sell in that year. 

In postal savings, individuals have 
laid away another $3,430,000,000. This 
form of saving is one that declined in 
1948. 

In other forms, people have addi- 
tional billions that are classed as liquid 
but which are not so easily spent. Cash 
value of private life insurance policies 
amounts to more than $47,000,000,000, 
and is rising steadily. In this total is sev- 
eral billion dollars’ worth of accumulated 
dividends—or overpayments—that policy 
holders may be willing to draw upon for 
the price of consumer products. Most of 
the total, however, will not be touched 
except in real emergencies. 

Government insurance and pension re- 
serves also are growing, and already are 
enormous. Individuals have an equity of 
more than $54,000,000,000 in these re- 
serves, but most of these will be paid to 
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individuals only in case of death, unem- 

ployment or retirement. Veterans, how- 

ever, soon will begin receiving some 
$2,000,000,000 in accumulated dividends, 
or overpayments, on their GI life insur- 
ance. 

That is the picture of liquid savings. 
It shows a total of individually held 
liquid assets that is at least four times the 
amount held before the war. It means 
that, at the average of consumer prices 
today, people can buy with their savings 
at least 150 per cent more goods and 
services than their 1939 savings could 
buy. 

In addition, individuals have other bil- 
lions of dollars saved up in the form of 
investments in homes, and in farms, 
stores, factories and other properties 
owned by individuals—as well as in se- 
curities issued by corporations. 

Partly offsetting these savings is per- 
sonal debt. 

Debt of individuals now amounts to 
more than $80,000,000,000, but the total 
is growing at a slower rate than in ear- 
lier postwar years. Increase in short- 
term consumer credit in 1948 was only 
76 per cent of the 1947 increase, and in 
the first quarter of 1949 consumer credit 
appears to have turned down. Mortgage 
debt of individuals, too, is rising more 
slowly. 

Retirement of debt plus the saving of 
dollars in other forms added up to an an- 
nual rate of $21,200,000,000 in personal 
saving in the first quarter of 1949. That 
rate, as the chart on page 34 shows, is 
nearly eight times the 1939 rate. 

Effect of the rise in saving may be 
trouble for the U. S. economy. One view 
is that, when consumers begin to save 
more and spend less, business is led 
to spend less for new plant and equip- 
ment. Result, unless Government spend- 
ing rises enough to offset the drop in 
private expenditures, is a decline in total 
spending and in production and business 
activity generally. 

Another view looks beyond this pic- 
ture to a backlog of immense signifi- 
cance. When prices of goods, services 
and securities begin to look attractive to 
holders of these vast savings, then new 
buying can begin in greater volume. Con- 
sumers, attracted by low prices and 
pushed by long-delayed needs, dip into 
savings for purchases. Producers step 
up operations to meet these new de- 
mands. Or, perhaps, the first move is by 
business leaders who expect an upturn 
in demand and start investing in raw 
materials and plant and equipment to 
meet the demand. Result, according to 
this view, is that, once an adjustment of 
prices is made, the tremendous total of 
savings now held will provide the buy- 
ing power that starts a new turn up- 
ward. 


JUNE 3, 1949 


COMPANY A took out an 
AMERICAN CRreEpIT Insurance 
policy, and soon after the 
failure, received a check 
for its claim. 





How American Credit 
Insures Your Profits 
Against Credit Loss 


AMERICAN CREDIT insures your 
profits by guaranteeing payment 
of your accounts receivable 
paying you when your customers 
can’t. Your policy also enables you 
to get cash for past-due accounts. 
You may select coverage for all 
accounts . ..a selected group... 
just one account. 





| With customer payments slowing 
| 


OFFICES IN PRINCIPAL CITIES OF THE 


UNITED STATES AND CANADA 





CREDIT INSURANCE PROTECTED & 
, COMPANY A 


.-- while Company B Lost Heavily 


| When a competitor discovered a process to make a 
better product to sell at a lower price, a metal manu- 
facturer failed. By coincidence, two suppliers — each 
creditors for over $50,000 — had been contacted shortly 
before about AMERICAN CrepiT Insurance. 































COMPANY B did not in- 
sure its receivables saying, 
ta e . . 
“We only sell to million 





dollar accounts.’ They re- 
ceived 42c on the dollar. 





down, it is now more important than 
ever for your company to insure 
its receivables. 

Your insurance program... 
designed to protect and conserve 
assets ...15 not complete unless it 
includes Credit Insurance. 


For information about AMERICAN 


Crepit Insurance, phone the 
AMERICAN CREDIT office in your 
city, or write AMERICAN CREDIT 
INDEMNITY ComPANny oF NEw York, 
Dept. 44, First National Bank 
Building, Baltimore 2, Maryland. 


PRESIDENT 


AMERICAN 
CREDIT INDEMNITY 


COMPANY 
mw, oF New York & 
Lis. 1893) 





GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


CC —wa—aas—"—SS— 

















Reg. U.S. Pat. Off. 


FORD STRIKE: WHAT IT COSTS UNION 


Ford workers, by striking over 
speed-up issues, have hurt their 
chances for wage increases. Im- 
plications of the strike reach into 
other industries where higher 
pay is demanded. 

Union strategy to let Ford set 
the wage pattern for auto indus- 
try may have backfired. Com- 
pany attitude is a tip-off that 
other employers will offer stiffer 
resistance to unions. 


What has happened to the Ford 
Motor Co. in its 1949 experience with 
the United Auto Workers, CIO, is to 
have a good deal of meaning for many 
other companies. Ford was picked for 
one of this year’s big tests in the de- 
mands of labor leaders for a fourth 
round of wage increases in major U. S. 
industries. 

The real story of this dispute now con- 
cerns how the strategy of Walter Reuther, 
UAW>-head, and of other union leaders 
was upset. This upset in strategy is to 
have a bearing on whether there really 
will be a fourth round of pay raises in 
autos, steel, electrical equipment and 
other fields. 

The big issues for the unions in Round 
4 started out to be pensions and wage 
increases. The unions argued that in- 
dustry was prosperous and could afford 
concessions on these demands. 

However, before pay talks began in 
most of the big industries, the UAW got 
itself tangled up over the issue of pro- 
duction speed in two assembly plants of 
Ford in the Detroit area. About 5,000 
workers were directly involved in this 
dispute, but the union called a strike of 
other Ford workers in Detroit. Within a 
short time, the closing of these plants re- 
sulted in the almost complete shutdown 
of the Ford factories across the country 
and idleness for 102,000 workers. 

Thus, the auto union went off at a 
tangent on the speed-up issue, instead of 
getting down to business on the. wage 
question. UAW members have lost more 
than three weeks’ pay in some cases. The 
loss has been running at $1,250,000 a 
day for Ford employes alone, while other 
UAW members in parts plants also are 
losing pay. The Ford workers will find it 
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Reported from DETROIT 


harder to finance any prolonged walkout 
later on, if wage talks bog down. Also, 
the union treasury has been drained by 
large sums for strike expenses, leaving 
that much less for the real showdown on 
a new contract. 

Ford’s loss in production, on the other 
hand, was 90,000 cars, trucks and trac- 
tors in the first three weeks. This came 
at a time when the competitive struggle 
for sales had become sharp. 

Effects of the strike at Ford are to 
be felt in many ways throughout the auto 
industry and other industries. 

A delay in negotiations on a new 
Ford contract already has occurred. This 
gives Mr. Reuther less chance to work 
out a wage settlement there that can be 
used as an argument in pay talks with 
other auto firms and in other industries. 

Mr. Reuther’s prestige as a labor 
leader may be reduced somewhat. The 
strike seemed.to indicate that Mr. Reuther 
and UAW Secretary-Treasurer Emil 
Mazey could not control the membership 
of their union in some situations. The 
walkout appeared to be forced upon 


UNION OFFICIALS WALTER REUTHER AND EMIL MAZEY 
. ..@ strategy upset 


them. Mr. Reuther’s reputation agj 
of the ablest strategists of the labor mg 
ment may have suffered from the 
timing of the walkout. 3 
Company resistance to union} 
mands also appears to be _increag 
Ford officials did not give in quick) 
strike pressure, as firms often have q 
in recent years. Unions generally cam 
rely on an easy victory in wage talkg§ 
year. Henry Ford II, president of theg 
firm, and Vice President John S. Bi 
indicate they intend to oppose union 
mands this time, as do other employ 
Mr. Reuther’s troubles at Ford arg 
helping Philip Murray and his CIO 
workers, or other unions now moving 
fourth-round negotiations. Mr. Mum 
already is on notice from U.S. § 
Corp. that it opposes wage increasé 
view of competitive conditions. He4@ 
has been told that the company does} 
consider itself compelled to discuss § 
sions under the wage-reopening cla 
Mr. Murray’s union has indicated 
its demands this year will include a 
increase of 15 cents an hour and afi 
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of $150 a month. These are being 
in the union’s discussions with a 
sy-bearing firm. 
"Dne indication to be drawn from the 
Seed strike is that labor will have a 
Meder time winning its wage disputes 
ic time. Employers are not as ready to 
mrender to the unions as they were. 
"On the production issue, the strike 
sms to show that employers are taking 
heir costs more seriously than in the last 
sw years, when any added expense could 
® charged off in higher prices. Com- 
sanies are likely to make more effort to 
merease efficiency, in order to reduce 
init costs and help lower their prices. 
The Ford dispute does not indicate any 
ppposition by responsible union leaders 
is the introduction of new machines or 
jew processes aimed at better efficiency. 
imployers apparently can step up the 
mitput of their plants in this way. 
"On the other hand, the strike shows 
fat workers and their leaders are likely 
j oppose changes in the production 
fandards for a given job when they 
fink that they are being asked to turn 
jut more work without any improvement 
) machinery. . 
| Also, other unions may try to copy 
UAW proposal that companies stand 
the loss for any production missed during 
he day because of a lack of parts or other 
failure elsewhere in the plant. The auto 
mion contends that workers should not 
p forced to speed up their output for 
of the day to make up for time lost 
arlier in the day-through such failures. 


’ 


Those are some of the effects of the 
Ford strike on other industries. 

UAW strategy for the fourth round 
was thrown off balance by the strike. 
Mr. Reuther had selected Ford as his big 
target for 1949 in wage negotiations be- 
cause this contract expires July 15 and 
therefore any issue can be tossed into 
the discussions. Ford’s last company- 
wide strike was in 1941. The UAW de- 
cided that Ford workers should fix the 
1949 wage pattern. 

Political enemies, however, upset 
Mr. Reuther’s strategy. Opponents inside 
the UAW helped to stir up the speed-up 
issue at Ford. Communists and others 
have been shouting about speed-up for 
months, not only in the Ford piant but 
in other auto factories. They charged 
that Mr. Reuther was siding with man- 
agement and was not taking firm enough 
action to reduce the speed of the pro- 
duction lines. 

The pressure in the Ford local in De- 
troit became so great that Mr. Reuther 
authorized a walkout. This came only 
after the local-union officials put him on 
the spot by ordering a strike without 
waiting for his approval. The Detroit 
Ford local is the largest in the auto union. 
It has over 60,000 members and a big 


block of votes at the UAW convention . 


coming up on July 10. Mr. Reuther pre- 
sumably did not want to antagonize 
those Ford votes, and he did not want 
to go into a convention amid charges 
that he failed to oppose a speed-up. 

On the other hand, he may go to the 
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convention without a big victory in his 
fourth-round wage negotiations. Mr. 
Reuther in any event apparently is as- 
sured of re-election as president of UAW. 
He may lose some votes on his executive 
board, but his own job seems secure. 


NO-RAISE PATTERN 
IN MORE LINES 


A fourth-round pattern of no wage in- 
creases is appearing in an ever-growing 
list of industries. Unions representing 
about 3,000,000 workers in 13 large in- 
dustries have failed to win raises in 1949 
negotiations, or have agreed to pass up 
raises for the present. This makes bar- 
gaining tougher for other unions that 
still are trying for 1949 increases. 

Wage increases are being granted by 
many individual companies, but these 
increases are not developing a fixed pat- 
tern for any major industry. Raises, 
when granted, usually are below those 
given a year ago. 

The no-raise pattern is showing up 
in many important industries. 

Glass makers, for example, recently 
have renewed contracts without pay in- 
creases and with few fringe concessions 
added. CIO Glass Workers. reserved the 
right to reopen talks on wages August 1 
if a wage pattern is fixed elsewhere. 

Lumber manufacturers have rejected 
pay demands of CIO Woodworkers in the 
Pacific Northwest. Union officials are 
recommending that a new contract be 
accepted without a raise. They also pro- 
pose to drop a clause allowing new wage 
talks in the autumn. 

Shipbuilding, faced with declining 
business, is not likely to grant increases. 
AFL metal-trades unions say they will 
seek no increases this year in West Coast 
yards. East Coast firms are asking CIO 
Shipbuilding Workers to withdraw pay 
demands for fear even the demands will 
frighten away new ship orders. 

Railroads probably will escape wage 
increases this year. Unions show no signs 
of asking for higher rates, although non- 
operating groups have asked for rules 
changes that could cost money, if granted. 
In any event, the slow-moving procedure 
of the Railway Labor Acct is likely to post- 
pone further pay raises for this year. 

Oil refiners have been advised by CIO 
Oil Workers that the uniop does not want 
to boost weekly take-home, for the pres- 
ent at least. The union is asking for a 
36-hour week at 40-hour pay, however. 

Farm-equipment firms may follow 
the pattern set by International Har- 
vester Co. in refusing a raise now, but 
allowing new negotiations on wages 
later in the year. CIO Farm Equipment 
Workers asked for a raise, pensions and 
hospital insurance, but settled without 
winning them. 

Clothing manufacturers are not in- 
creasing wages this year. Both AFL and 
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, big plus. 


FIBERGLAS “COROMAT” PIPE WRAP 


at 








Underground pipe lines, themselves, cut costs. But they cost a lot of 
money . . . as much as $100,000.00 a mile. That investment has to be 
well-protected, has to last years to show a profit. 


Since 1938 when it was developed, nearly 4 billion square feet of 
Fiberglas* Underground Pipe Wrap have been applied to reinforce the 
enamel coating that protects buried steel pipe from corrosion by water 
and ground acids. The glass fibers that form this long-lived reinforcing 
mat are strong, will not rot. 


° 

But here’s the biq plus: Fiberglas ‘“‘Coromat*’’, Owens-Corning’s new, 
improved Underground Pipe Wrap cuts costs! Here’s why-—Coromat is 
reinforced with extra-strong, glass-yarn strands that increase its strength 
as much as 400%. This means the field crews can run their wrapping 
machines faster and get a better, uniform “build-up” of the coating. Cover 
more miles of pipe per day, with fewer splices and patches for breaks and 
seams. Costs are cut both in man-hours and machine day rates. 


If you’d like to know more about ‘‘Coromat”’, write for “Corrosion 
Control for Underground Pipe Lines”. Address: OWENS-CORNING 
FIBERGLAS CORP., Dept. 805, Toledo 1, Ohio. In Canada: Fiberglas 
Canada Limited, Toronto. Cable Address: FrsERGLAS, Toledo, U.S. A. 















SFIBERGLAS (REG. U. S. PAT. OFF.) AND “COROMAT” ARE TRADEMARKS OF OWENS-CORNING 
FIBERGLAS CORPORATION FOR PRODUCTS MADE OF OR WITH GLASS FIBERS - 


OW ENS2CORNING 


FIBERGLAS Biiheper 















‘but in other industries waiting to see if a 
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CIO unions in the women’s and mey; 
clothing fields are not asking for jp 
creases. 

Textile manufacturers also are ¢qp, 
tinuing the old wage rates, as a gener 
rule. The CIO Textile Workers Unig, 
has advised its members ‘not to ask fy 
increases in woolen mills when op, 
tracts allow new pay talks in Auguy 
Demands for a 10-cent raise were fp. 
jected early this year in both cotton an 
wool textiles. 

Shoe industry, too, is holding fim 
against pay raises. CIO Shoe Workex 
tried for a raise of 10 cents in Januan 
and_ failed. Manutacturers __ recenth 
turned down a new demand in Ney 
England plants. 

Paper manufacturers in a number of 
instances have rejected demands for pa 
increases. The AFL Paper Makes 
dropped requests for 15-cent raises ij 
several firms. 

Soap companies may be influenced by 
action of Lever Bros. in signing new one 
year agreements with AFL and CIO w. 
ions without pav increases. 

Hosiery firms are being told by the 
American Federation of Hosiery Workers 
that it wants a pension plan rather tha 
wage increases this vear. 

Jewelry companies in New York City 
renewed agreements with the AFL with 
out a pay increase. 

A survey of 77 wage agreements, re 
cently announced, shows that the trend 
away from increases is becoming mor 
pronounced. Previous surveys had shown 
a few settlements each week without in- 
creases, but the latest count shows that 33 
out of 77 agreements granted no wag 
increases. Most of the 44 other contracts 
provided for raises of 10 cents an how 
or less. 

Pay cuts also are showing up t 
handicap union negotiators. CIO Textile 
Workers, for example, reported that six 
nonunion mills in the South cut wages$ 
per cent. The union started organizing 
drives. 

CIO Auto Workers, going into negoti- 
ations with several auto firms, are handi- 








en 











































capped somewhat by a General Motors 
cut of 1 cent an hour, just ordered under 
a cost-of-living contract that has a yeal 
to run. This brought the General Motor 
increase back to the 11 cents originally 
granted a year ago. 

A 3-cent raise, however, now is be 
ing given under a separate provision, 
bringing the net General Motors increase 
in a year to 14 cents. Other auto concer 
gave a 13-cent raise a year ago. The other 
firms may cite the General Motors rate as 
an argument for declining to grant large 
increases. This wil make things more dif- 
ficult for CIO negotiators not only in autos 


new pattern appears. 
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Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


Output of U.S. industry is on a sharp downgrade at present. 

Production drop since November measures 16 points on the official index. 

Peak in industrial production was 195 per cent of the 1935-359 average, as 
measured by the Federal Reserve Board. In December, output was 192. In January, 
the index fell to 191; in February, to 189. Then the slide became steeper. 

For March, the index fell to 184 per cent of prewar. In April, it was 179 per cent. 
Another drop is indicated for May, probably to 175 per cent of 1935-39. 
That would mark a 10 per cent drop in industrial output in six months. And 

there's little sign yet of an end. Production cutbacks and layoffs continue in 

building materials, in industrial equipment and in the chemical industries. 




















What's happening, apparently, is that factory orders are falling off as pro- 
ducers and merchants try to cut down inventory. Supply, temporarily, seems to be 
overtaking demand in most lines except automobiles. Business is adjusting to a 
buyers’ market. Once that adjustment is made, an upturn is expected. 


Durable-goods industries are responsible for most of the deciine. Except 
for automobiles, output of durables is down sharply. That applies to the big 
machinery industry, to electrical steel furnaces, making high-grade steel. 

Nondurable industries declined only moderately during April. Major drops 
in this segment of industry were in textiles, chemicals and paper production. 

Mineral output climbed during the month. The coal strike was ended and 
iron-ore production was increased sharply. Petroleum output was cut again. 

There are signs that some industries are approaching the bottom of the 
current downturn. Cotton consumption by textile mills is at the lowest level 
since 1938 on a per capita basis. Woolen-textile output is back to 1940. 











Production outlook now suggests that durable industries may continue to 
decline. Steel demand is falling off sharply. Nondurable industries, however, 
may be in a rising trend after midyear. They have had a sharp adjustment. 


Downturn in activity actually is concentrated in factory production. Sales 
in retail stores are holding up. That's a sign that people continue to spend. 

Retail sales for the second quarter of-1949 are about even with sales in the 
first quarter. That's due chiefly, however, to rising automobile sales. 

Sales outlook, nevertheless, is for only a moderate decline, not much more 
than 5 per cent from the current rate. That's mostly a price drop. 














That drop in sales would be in dollar volume. Unit sales will drop less. 

The prospect that no sharp and sudden decline is likely in retail trade is a 
sign of strength. If consumer sales hold up, production has to recover. Indi- 
cations are strong that people will buy when they think prices are right. 


To go into more detail on the sales outlook for various retail stores..... 

Automobile dealers can expect a good year, selling all cars they get. 

Hardware stores, building-materials dealers have had a declining sales trend 
Since the third quarter of 1948. That trend probably will continue. 

Furniture stores suffered a sharp sales drop late in 1948. Since then, the 
decline has been more moderate. Demand is expected to continue in decline. 

Hardware and furniture sales reflect a decline in residential building. 











(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Jewelry-store sales have been in a decline since 1946. The trend still is’ ~ 
downward, but slowly. Jewelry sales are twice as high as in 1941. ; 
The aggregate of retail sales, in fact, is high and promises to be high by | 
all standards except the 1948 boom. Sales this year probably will approach $125,. 5 
000,000,000. In 1947, retail sales volume was $118,300,000,000. 





Drugstore sales have ranged from $3,500,000,000 to $3,700,000,000 a year 
Since 1946. They're expected to remain there. Drugstores are shopping centers, © 
Filling stations also are enjoying almost as good a sales volume as ever. 

Food-store sales are declining, but not by much. Sales for this year may be 
down moderately from last year, but that will be because of lower prices. 

Apparel stores also are in a Sales decline, partly due to price cuts. 

General-merchandise stores, which include department stores and mail-order 
houses, are reporting a rising sales volume just now. That is not expected to 
continue, but the decline is not likely to fall below the level of 1947. 

















Chief cause of the current setback appears to be a decline in business buy- = 
ing, not in consumer buying. Business investment in inventory and in new plant 
and equipment is off. That shows up in lagging orders to major suppliers. 


Manufacturing companies, most of them, appear to have completed programs of 
investment. That is indicated in a recent survey made by a private firm. 

In replies from some 800 manufacturing concerns that were queried: 

60 per cent were not interested in purchasing any new machinery. 

91 per cent were not in the market for any new plant construction. 

88% per cent reported no plans for further expansion. 

87 per cent said they had no plans for machinery or plant replacement. 

96% per cent reported that they were not interested in decentralization. 

This survey was conducted by the Asset Realization Co., Newark, N. J. If 
the results are typical, investment in new or expanded factories is falling. 

















The companies, however, are satisfied with the present outlook. 97 per 
cent said they would not offer their plants for sale. 91% per cent reported 
that they had no surplus equipment. More than half would like new products. 


Electric-utility industry, in contrast, is not cutting down expansion. 

Additional capacity of 6,000,000 kilowatts a year for the next three years 
is planned. That includes expansion of private and publicly owned utilities. 

Expansion for 1948 was 4,000,000 kilowatts of new generating capacity. 

This survey is made by the Commerce Department. It's based on unfilled 
orders placed with manufacturers of generating equipment. It is a sign that the 
utilities industry doesn't anticipate any sharp decline in demand for power. 

Private companies will do five sixths of the expansion in 1949. 











Point 4 in Mr. Truman's program is catching on with private industry. This 
is the proposed "bold new program" to develop backward areas of the world. 

National Association of Manufacturers and National Foreign Trade Council 
promise to assist in that program, given reasonable conditions for investment. 

NAM says that private industry could reasonably be expected to invest some 
$2,000,000,000 a year in foreign properties, given proper encouragement. That's 
double the figure used by Under Secretary of Commerce C. V. Whitney. 





What's needed most, say both NAM and the Foreign Trade Council, are some 
bilateral treaties binding foreign governments to give fair treatment to U.S. 
investments in their countries and to enable profits to be taken out in dollars. 

A pattern treaty, to serve as an example, is recommended by NAM. 

Neither group of businessmen favors any U.S. Government guarantees for any 
overseas investments. They hold that private enterprise can do the job. 
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THIS 


Nat IS A GOOD 
eS COMPANY aes 


TO WORK 


You CAN GIVE 30 employees, of average age, $5,000 worth 
of Life Insurance protection under.a Travelers Emplovee 
Insurance Plan—and prove that your firm is a good place 


For WHAT it would cost you to send a sandwich man (at 
$5.00 a day three times a week) parading back and forth 
through your office or plant with an ineffective sign like 
this... ° to work. 


Do employees believe what they’re told ? 


(A lot depends on the way it’s said) 


Ponpen the low cost of Employee Life insurance. A Travelers Employee Life Insurance Plan, 
tailor-made for you by a pioneer company in 


Then ask yourself if this isn’t the best and 
group insurance, will win you the utmost in em- 


least expensive way to tell your employees—and 
their families—that your company is a good one ployee good will. 


to work for? 


Today with high living costs, your employees : 
and their families will appreciate the security and On ALL for ms of employ ce 
protection which this insurance will bring them. 


insurance and group pensions you will 


You'll be rewarded with employee good will 


out of all proportion to the money you invest— 
be well served by The Travelers 


because they can’t get this kind of low-cost in- 
surance without your co-operation. That applies 
even if they pay for all or part of it themselves. The Travelers Insurance Company, The Travelers Indemnity 
§ Company, The Travelers Fire Insurance Company, The 
So take the first step for them now. Call in Charter Oak Fire Insurance Company, Hartford 15, Connecti- 
cut. Serving the insurance public in the United States since 


your Travelers agent or broker. 1864 and in Canada since 1865. 











ECONOMY DRIVE BOGS DOWN 


Little Change Expected in Truman Budgd 


Spenders have the upper hand 
in Congress. Economizers are los- 
ing out. 

House has cut $700,000,000 
off Mr. Truman’s big budget for 
fiscal year 1950. Senate has put 
back $420,000,000, and most 
money bills are yet to come. 

Economy may get a _ better 
show in fiscal year 1951. Spend- 
ing then could be cut $5,000,- 
000,000 or $6,000,000,000. 


Economy forces in Congress have 
little so far to show for their efforts. 
Talk of spending cuts is heard every- 
where. Yet appropriations for the fiscal 
year beginning July 1 are running close 
to the amounts President Truman re- 
quested in the record peacetime budg- 
et he submitted last January. 

Spending trend can be seen in the 
appropriation record of the House and 
Senate to date. 

The House, almost through voting 
money for the new fiscal year, has pro- 
duced cuts in appropriations and spend- 
ing authority totaling less than $700,- 
000,000. That represents a reduction of 
about 2 per cent in Mr. Truman’s esti- 
mates for the same federal programs. 
Earlier, economy advocates had talked 
of cutting 10 per cent off federal spend- 
ing for the year. 

Some of the reductions voted by the 
House may not become effective. The 
Appropriations Committee, headed by 
Representative Clarence Cannon (Dem.), 
of Missouri, simply made lower estimates 
on some of the Government’s going pro- 
grams than did Mr. Truman. For example, 
Mr. Cannon and his Committee thought 
Mr. Truman overestimated the cost of 
veterans pensions and various construc- 
tion projects. Then, in the case of the 
Farmers Home Administration, the House 
eliminated a $91,800,000 outright appro- 
priation, but authorized the agency to 
borrow $103,000,000 from the Treasury. 
That made the record look better, as bor- 
rowing authority does not show up in the 
appropriations. 

Newest effort at economy in the House 
ended in a compromise that wiped out 
most of the intended saving. This in- 
volved the European Recovery Program 
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—Talburt for Scripps-Howard Newspapers 


‘OFF AG‘IN, ON AG’‘IN, FINNEGAN’ 


and other foreign aid. To begin with, Mr. 
Cannon’s Committee knocked $629,- 
000,000 off the amount Mr. Truman had 
requested for ERP in the coming fiscal 
year. That would have left $3,568,000,- 
000 for the program for the year. But, in 
the end, Mr. Cannon worked out a com- 
promise by which the amount intended 
for the full year may be spent in 10% 
months ending May 15, 1950. In other 
words, there would be 15. per cent less 


—Plummer from Black Star 


REPRESENTATIVE CANNON 
...in the end, compromise 


money to be spent in 12% per cent 
time. Then President Truman gg 
come back for more money to finish q 
the year. E 
As another part of the same comp 
mise, the House agreed to restore half 
a $150,000,000 reduction voted by 
Cannon’s Committee in the appropri 
tion for aid to occupied areas. ; 
The Senate to date has been mii 
more generous than the House. Foury 
the 10 appropriation bills that origi 
in the House have been passed by 
Senate, and every one of them has be 
increased. With less than half the appa 
priation bills out of the way, the Seng 
has voted to wipe out $420,000,000% 


2 


Ld 
me, 
—Plummer from Black Si 


SENATOR BYRD 
... minus 500,000? 


the $700,000,000 in cuts provided by thé 
House bills. 

Economizers in the Senate have take 
one licking after another. At one poing 
they appeared to be getting the uppé 
hand. That was when the Senate votet 
to return a $2,400,000,000 money bill t 
the Appropriations Committee, headed 
by Senator Kenneth D. McKella 
(Dem.), of Tennessee, with instructio 
to cut it 5 per cent wherever possible 
But, a few days later, the Senat 
changed its mind, called the bill back 
from Senator McKellar’s Committee, ané 


. passed it. 


The outlook, thus, is against any ma 
jor budget cutting by the present session 
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F Congress. The mood of Congress, de- 
He all the economy talk, is not one that 
mises savings large enough to make 
Jget ends meet. 
fiscal 1950, the year beginning 
a July 1. the Government probably 
ill spend 2s much as the $42,000,- 
90,000 requested by Mr. Truman. 
| As a gesture toward economy, Con- 
ess may adopt a resolution calling on 
4 Truman to cut spending below the 
ppropriations voted by Congress. Both 
Memocrats and Republicans in the Sen- 
ie are pushing resolutions for this pur- 
nose. It is doubtful that savings under 
meh a plan would amount to much more 
han $1,000,000,000. And even that, in 
the long run, may not stand up. 
Mr. Truman may have to ask for ad- 
ional money later for farm price sup- 
sorts. Funds for military lend-lease are 
to come. It might well develop that 
he House has cut costs of veterans’ bene- 
is and other programs too close. 
| Drastic cuts still are being demanded 
in the Senate. Senator Harry F. Byrd 
Jem.), of Virginia, urges the removal 
500,000 persons from Government pay 


’ —Harris & Ewing 
SENATOR McKELLAR 
... Minus 5 per cent? 


dlls. He insists that could be done with- 
but sacrificing any essential federal func- 
Hons. Senator Edwin C. Johnson (Dem.), 
Colorado, demands that spending for 
military and European aid be cut by one 
third. Such economies, however, are not 
m™ sight for fiscal 1950. 
In fiscal 1951, the year beginning 
July 1, 1950, economy may stand a bet- 
fer chance. Unless war is a real threat at 
that time, Congress probably will be in- 
clined to cut military spending. Also, 
Many think big-scale foreign aid will be- 
gi to lose friends in the months imme- 
diately ahead. 
| Decisions on spending will be influ- 
ficed by the congressional elections that 


JUNE 3, 1949 


come up in November, 1950. If budget 
troubles continue, as now seems likely, 
the session of Congress that begins next 
January probably will be looking for 
places where spending can be cut. The 
country already seems to be getting 
aroused over the prospect of deficit 
spending. Congress will hesitate to 
raise taxes in an election year. Reduc- 
tions in spending, therefore, may find 
new popularity in the next session. 

Some programs, such as subsidies and 
public works, may be expanded as elec- 
tion time draws near. But it is entirely 
possible that military spending and for- 
eign-aid outlays will be cut by more 
than enough to offset increases in other 
fields. 

Senator Johnson’s demand for cuts of 
one third might then be taken more se- 
riously. Reductions in military and for- 
eign aid alone could reach $5,000,000,- 
000 or $6,000,000,000 in fiscal 1951. 

Also, Congress is changing its own pro- 
cedure in the hope of holding spending 
down in fiscal 1951. Mr. Cannon has an- 
nounced that his Committee will adopt 
a proposal, offered by Senator Byrd, to 


ays 
—Plummer from Black Star 


SENATOR EDWIN JOHNSON 
. .. Minus one third? 


make all appropriations for fiscal 1951 
and later years in a single bill. Idea is 
to give Congress an opportunity to watch 
the spending total more closely than has 
been possible with a series of 10 or 11 
appropriation bills. 

Budget troubles immediately ahead, 
however, are far from solved. Spending 
cuts for fiscal 1950, if any, are to be 
meager. Tax increase to take up the gap 
between outgo and income appears more 
and more unlikely. Solution of the Gov- 
ernment’s financial problems apparently 
is to be delayed until next year. Mean- 
while, the prospect is for more borrow- 
ing or for a scheme, now being proposed, 
to speed up the due date for corporate 


taxes on this year’s earnings. Either of 
these alternatives would merely postpone 
a decision on how Government is to pay 
its way. 





> Tax speed-up for corporations is not 
yet to be written off as a possibility. Idea 
is to require corporations hereafter to 
pay taxes in full within six months after 
the end of the tax year. They now get a 
year. The proposal, offered by Repre- 
sentative Wilbur D. Mills (Dem.), of 
Arkansas, is winning friends in the 
House, appears less popular in the Sen- 
ate. Many see it as a handy way to get 
more revenue into the U.S. Treasury in 
fiscal year beginning July 1. 

Mr. Mills is trying hard to sell the 
plan to the Treasury and White House 
as a substitute for a tax increase. Hitch is 
this: (1) It offers no permanent solution 
to budget problems, but merely gets 
money in earlier, and (2) it might work 
a hardship on many corporations. On the 
latter point, counterargument is that the 
Secretary of the Treasury can defer the 
payment deadline in cases of real hard- 


ship. 


> Stockholders are pressing Congress 
for relief from double taxation of divi- 
dend income. Partly because of a write- 
in campaign sponsored by the _ Invest- 
ors League, of New York, members 
of tax-writing Ways and Means Com- 
mittee of the House are deluged with 
mail from stockholders demanding better 
tax treatment for dividends. A number 
of bills to bring this about have been in- 
troduced in Congress. However, pros- 
pects for early action are slim. Federal 
Government is pinched for revenue. 


> Excise cuts, nevertheless, are definite- 
ly in the wind. Administration leaders 
oppose reductions unless revenue loss is 
made up in other tax fields. They admit, 
however, that, if Congress gets a chance 
to vote on excises, cuts will be hard to 
stop. Administration hesitates, therefore, 
to bring up any revenue bill that might 
be amended to provide excise reductions. 


> Bank loans to business keep declin- 
ing. Big-city banks, the ones that make 
weekly reports to the Federal Reserve 
Board, show a drop of $161,000,000 in 
outstanding business loans during the 
week ended May 18. This was the eight- 
eenth weekly drop in a row. Business- 
loan volume of these banks now is $555,- 
000,000 below that of a year ago. Prin- 
cipal reason for the decline is a shrinking 
demand for loans on the part of business- 
men. Secondary reason is closer screen- 
ing of loan applications by banks. Con- 
tinuing decline in loans raises the possi- 
bility that Federal Reserve Board will 
make another cut in the reserves that 
banks are required to put up against 
customers’ deposits. 
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1928 A Twin Disc Clutch was first used by 
Nordberg in 1928 on this Track Shifter, for 
which Twin Disc Clutches are still used. 





































1949 The Nordberg Cribex on which Twin 
Disc Clutches and a Hydraulic Coupling are used, is 
shown as it excavates foul ballast from between 
frack ties. 



















@ For more than 21 years Twin Disc has been “riding the 
rails” on track maintenance equipment built by the Nordberg manufac- 
turing Company, Milwaukee, Wisconsin. 
In 1928, Nordberg first started using Twin Disc Clutches to transmit 
engine power on their Nordberg Track Shifter. Nordberg’s most 
recent Twin Disc equipped machine is the Cribex used to excavate foul 
ballast from between track ties. 
Like most leading manufacturers of heavy-duty equipment, the Nordberg 
Manufacturing Company has used Twin Dise Clutches and Hydraulic 
Drives for various types of track maintenance machines on the basis 
of many years of customer satisfaction. Twin Disc CLuTcH CoMPANY, 
Racine, Wisconsin (Hydraulic Division, Rockford, Illinois). 
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Power Take-off 
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JUDGE TWIN DISC BY THE COMPANIES IT KEEPS 
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YOU CANNOT, as an employe 
give a hint that some employes wij 
be laid off if a union wins a collective. 
bargaining election in your plant, with, 
out risking a violation of the Taft-Hartle 
Act. The National Labor Relations Boar) 
finds in one case that a remark of thi 
kind carries a threat of reprisal ap 
amounts to coercion of employes. 


* * * 


YOU CANNOT expect to be allowed 

an income tax deduction for py. 
ments to a nonprofit research company 
carry on research work for your busines 
The U.S. Tax Court rules that such pay. 
ments must be treated as capital ¢ 
penditures, and may not be deducted 
business expenses. 


* * * 


YOU CAN soon use tin more widely 

in your manufacturing business. The 
Office of Domestic Commerce announces 
that its restrictions on use of the met 
will be relaxed on June 30. 


* * * 


YOU CAN probably get the Goven- 

ment to reimburse your company, 
under a cosf-plus-fixed-fee contract, 
for rental payments to its parent corpora 
tion from which facilities are leased. The 
Comptroller General allows one con- 
pany to recover such rental payments in 
a case where the two companies ar 
found to be separate entities. 


* * * 


YOU CANNOT, as a Government 

cost-plus-fixed-fee contractor, expect 
to be reimbursed for your donations to 
the Red Cross or to other charitable a- 
ganizations. One contractor is told by 
the Comptroller General that these con- 
tributions may not be considered items of 
cost under his contract. 


* * * 
YOU CAN sometimes get NLRB to 
hold a_ representation election 


among your employes even though you 
previously signed a collective-bargaining 
contract with a union and have been 
negotiating with it over a new agree 
ment. The Board turns down a_ unions 
claim that such acts by an employer should 
be a bar to his petition for an election. 


* * * 


YOU CAN now get further inform 

tion on how changes in the law 
estate and gift taxes will affect regule 
tions of the Bureau of Internal Revenue. 
The Treasury Department formally puts 
into effect amendments to rules on estate 
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What you as a businessman CAN 
and CANNOT do as a result of federal 


court and administrative decisions 


and gift taxes, to carry out changes writ- 
ten into law by the Revenue Act of 1948. 


* * * 


YOU CANNOT fail to make a report 
on profits if you hold a contract 
with the Air Force that is subject to the 
Vinson-Trammell Act, which limits prof- 
its. The Air Force issues regulations un- 
der which contractors are required to file 
reports on profits within 90 days after 
their contracts are completed. Similar re- 
ports must be made by subcontractors. 


* * * 


YOU CANNOT count on receiving 

any further allocations of pig iron for 
use in manufacturing cast-iron items for 
residential housing. The Office of Indus- 
try Co-operation of the Department of 
Commerce announces that this part of 
the voluntary allocation program is being 
discontinued because it no longer is 
needed. 


* * * 


YOU CAN now deal with the Justice 

Department in connection with 
transactions involving blocked prop- 
erty. The Department’s Office of Alien 
Property is taking over administration of 
these controls from the Federal Reserve 
Bank of New York, which has been act- 
ing as its agent. The Bank will continue 
to act as custodian for certain securitie 
that are blocked. 


* *~ * 


YOU CAN sometimes belong to an 

association, through which price in- 
formation is exchanged among competi- 
tors, without violating the Federal Trade 
Commission Act. A circuit court of ap- 
peals finds that members of such an asso- 
ciation did not engage in unfair methods 
of competition where they were not 
bound to sell at their listed prices and 
often deviated from them. 


* * * 


YOU CANNOT, as an employer, get 

NLRB to order a union to produce 
its books for inspection to prove that one 
union is “fronting” for another in an elec- 
tion. The Board upholds one of its hear- 
ing officers in rejecting a request of this 
kind from an employer. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U.S. News & 
Wortp Report, on written request, will 
refer interested readers to sources of this 
basic material. 
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ORICAS climate is healthful 


for industry, Zoa/ 





The same delightful climate that brings millions of winter 
and summer vacationists to Florida each year is “healthful” for 
industry, too. 

For instance, the minute you start operation in Florida you 
stop your annual pay-off to winter. You eliminate immediately 
all of the alineniinng features that result from snow, ice and 
freezing temperatures. 

You benefit by lower construction and maintenance costs. 
Ideal working weather permits peak production right around 
the calendar. Labor conditions are good, and human efficiency 
is high in Florida because employees live better, feel better and 
work better in the Florida sunshine. : 

If you are planning to relocate your main plant, establish a 
branch plant, or start a new industry — take a look at Florida first! 

Why not plan a fishing vacation in Florida this summer. 
Catch yourself a tarpon or two. Enjoy Florida’s breeze-swept 
beaches, lakes and springs. 
Then take time to investigate 
all of the healthful factors 


of a Florida location. 














MAIL THIS COUPON TODAY! 


State of Florida, 775 Commission Building 
Tallahassee, Florida 

Please send me new, free, 48-page, full-color booklet: 
“Florida, The Sunshine State.” Print name and 
address clearly. 


\oe 
COME TO \Ra% 


y 
fons 


.THE SUNSHINE STATE 












Name. 





Street and No. 
City. 
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Jeen Asked: 


HOW TO SELL UNDER THE MARSHALL PLAN 


News that Congress is about to vote 
additional billions for the European Re- 
covery. Program is stirring up interest 
among businessmen. Many want to 
know how to get a share of this new 
business. But the big question is: How 
to go about getting these orders? 

From the first, many manufacturers 
and suppliers—particularly smaller ones 
—have complained about operations of 
the Marshall Plan. They say that it is 
next to impossible for them to find out 
who is buying what, and how purchases 
are made. They complain that there is 
no person, and no agency, to guide them 
to this business. But, at the same time, 
millions of dollars’ worth of goods are 
being sold to European countries each 
week under the program. 

Actually, there is no short cut to get- 
ting Marshall Plan orders. It operates 
entirely differently from the old Lend- 
Lease and from _ military contracts, 
where sales are made directly to the 
U.S. Government. That is because each 
country and private buyers in each coun- 
try arrange for their own purchases. 
There are no central purchasing agen- 
cies. Nonetheless, there are methods by 
which American producers and dealers 
can make sales under ERP, if they have 
time and facilities to do so. 


Can a businessman find out what 
each country is going to buy? 
Yes. That is possible, but it takes con- 
siderable time to keep track of these fu- 
ture purchases. Each day the Economic 
Co-operation Administration in Wash- 
ington, the agency that manages the Eu- 
ropean-aid program, puts out a list of 
new “procurement authorizations.” This 
list gives the amount of new ECA financ- 
ing approved for each country, and the 
types of goods to be purchased. Any 
person or firm can get on the mailing list 
for these announcements by writing to 
the Office of Information, Economic Co- 
operation Administration, 800 Connecti- 

cut Avenue, Washington 25, D. C. 


Does ECA announce who does the 
buying? 

No. And that adds to the difficulty of an 

American seller. He must find out who 

does the buying for his product in a 

country. Also he must arrange all de- 

tails of a sale with the buyer. 


Do European countries have buying 
missions in the U. S.? 

Some of them do. But these purchasing 

missions usually buy only a few types of 

items. Many of the sales are arranged in 

their home countries. Either ECA or 

field offices of the Department of Com- 
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merce can supply addresses of foreign 
buying missions in this country and de- 
tails about what goods they want. 


Does ECA buy anything itself? 

No. This agency is set up to direct the 
Marshall Plan financing and to make the 
over-all policy. But it does no buying at 
all for European countries. 


A few ECA purchases are handled by the 
U.S. Government. This involves such 
things as some grain buying by the Com- 
modity Credit Corp. of the Department 
of Agriculture. But, for the most part, 
transactions are completed by U. S. sellers 
and buyers in European countries. Con- 
gress has ordered that emphasis be placed 
on use of private trade channels. 


But can’t a businessman get a com- 
plete list of ECA buyers? 

No such list is available. But here is how 
a businessman can find out what agencies, 
individuals or firms in the past have been 
buying items in which he is interested: 
Twice a month ECA headquarters in 
Washington issues a list of recent sales 
under the program. This gives the names 
of European buyers and American sup- 
pliers, the amount of each article bought 
and the cost. Anyone can get on the mail- 
ing list for these announcements. But 
they deal with past sales, and not new 
authorizations. In addition, field offices 
of the Department of Commerce have 
lists of foreign importers and dealers. 


Must sellers have agents in Europe? 
Actually, that is considered the best pro- 
cedure, but it is not always necessary. 
Probably most ECA sales are made in 
Europe, with the sales representative 
meeting and transacting business with 
the buyer. Many American firms have 
representatives in Europe. But sometimes 
sales can be arranged by mail or cable 
communication. 


Couldnt sales be made through U. S. 
exporters? 

That might be done. For example, an 
American manufacturer might arrange 
with a private exporter to handle his ECA 
sales. Then, the exporter would arrange 
details with, a European purchaser. Or, 
where an American firm gets a large order, 
a smaller producer might be able to sup- 
ply part of the order under a subcontract. 
The semimonthly list issued by ECA 
would show who is getting the big orders 
under the program. 


Can a seller bid on an ECA order? 
As a rule, sales under the Marshall Plan 
are made by negotiations between the 


seller and the buyer. Foreign purchasers 
can ask American producers or dealers 
for competitive bids on orders. But this 
is not required by law, and it is not usu- 
ally done. There are no competitive bid- 
ders’ lists like those of the military sery- 
ices in the U. S. 


Is there any price control on sellers? 
There is, indirectly. That does not mean 
that price ceilings are placed on U.S. 
goods as was done under the OPA dur- 
ing the war. But ECA policy is that Eu- 
ropean buyers should not pay more than 
the regular selling price of a commodity 
in the competitive market. ECA re- 
cently made the announcement that these 
pricing controls were in the process of be- 


ing tightened. 


Just how are ECA prices policed? 
ECA has a strong weapon that it can use 
to discourage purchases at  too-high 
prices. It can ask the purchasing coun- 
try to refund the money that was ad- 
vanced. This has been done in several 
cases. But, so far, the seller has not been 
ordered to make a refund in any case. 
However, ECA usually makes an audit 
after transactions are completed. 


How are payments made? 

Before a purchase, a country is given 
authorization by ECA. That country 
either makes the purchase itself or au- 
thorizes some agency, individual or firm 
to do so. Then an ECA credit usually is 
established in an American bank. After 
a sale, the American supplied is paid with 
a check on that bank. This can be cashed 
for American dollars. 


Must a seller get an export license? 
The American seller must get an export 
license if the item sold still is subject to 
export controi. In many cases, however. 
no licenses are now required. Where 
needed, licenses are obtained -from the 
Office of International Trade of the De- 
partment of Commerce. For most ECA 
sales, licenses are issued without ques- 
tion upon application. If a supplier makes 
a sale through a private exporter, the 
latter usually arranges for licenses. 


It thus is seen that some American busi- 
nessmen can get a share of the new funds 
being appropriated under the European 
Recovery Program. But there are many 
complications. In the long run, it is a mat- 
ter of finding a buyer and making a sale. 
To many small businessmen, the obstacles 
will seem too great. But others may be 
able-to find new markets under the Mar- 
shall Plan as this program goes into its 
second year of operation. 
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e 
~~ >> Raw-material countries now are facing a decline in dollar earnings..... 
han Colonial producers, Latin America, and Canada, all are up against a down- 
wy sweep in prices for many of their major products. Biggest problems right now 
ese seem to be in the major metals, rubber and wool. 
be- Double squeeze is pinching producers of these materials. Not only are 
their sales prospects, especially in the U.S., getting dimmer, but price trends 
are weakening more and more. Costs are not off proportionately. 
ia Other side of the coin is that these countries are to have fewer dollars to 
un- buy with. British dominions and colonies can no longer be sure of contributing 
- as many dollars to the common pool of the British countries. At the same time, 
een Britain, as well as France and other European countries, finds it difficult to 
Ase, maintain export sales of manufacturers to the U.S. 
- U.S. business troubles are thus fanning out in their effects. 
>> Natural-rubber prices are having another sinking spell. They are off to 
fe: the lowest level since September, 1947. . 
au- U.S. consumption fell 10 per cent in the first quarter from the 1948 level. 
“a But Russia again is buying heavily in Singapore. 
fter Some other European countries are apparently waiting for further price cuts 
vith or for devaluation of the pound, still widely expected despite British denials. 
-< Meanwhile, a big U.S. plant for making "cold" synthetic rubber has just 
F opened. Seven other such plants will open soon. Capacity of the eight plants 
a will be about 200,000 tons a year. It is claimed that “cold" rubber has better 
F to wearing qualities than either natural or older. types of synthetic rubber. 
vem This seems to mean that American manufacturers in the future will be even 
a less dependent on imports of natural rubber. Last year, some 650,000 tons were 
De- used--40 per cent of the total world production. Synthetic use was 400,000 tons. 
- Slow decline in U.S. need for natural rubber is indicated. Even U.S. 
kes stockpiling may not be able to reverse the trend. Malaya, Indonesia and Liberia 
the will be hardest hit by any decline in American takings. 
usi- >> Tin price, too, may soon fall off its pedestal..... 
nds World price for tin is made by the British contract with Malaya. This ex- 
a pires July 1. Odds are that the $1.03 price will come down somewhat. 
nat- Commercial consumption has been falling off since this high price was 
- reached last year. But U.S. stockpiling of tin has been heavy. Belief is that 
be U.S. purchases of tin for the strategic stockpile will slough off next year. 
= Tin output is back to its prewar level. Belgian Congo production is double 
(over) 
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BUSINESS AROUND THE WORLD--(Continued) 


what it was before the war. Indonesia, Bolivia, Nigeria also report higher out- 
put. Only Malaya lags--because of a shortage of dredging machinery and parts. 

Tin surplus looms as Malayan production picks up. 

Producers, particularly the high-cost producers of Bolivia, will fight any 
price cut. But the trend in metal prices is that way. U.S. desire to keep Bo- 
livian production at fairly high levels will prevent a sharp cut in the tin price. 

Other producers can take a price cut better than Bolivia. Lowest-cost pro- 
duction now is probably in the East Indies. But no producing country will be 
happy to have its dollar earnings shaved. Mining costs stay high. 





>> In other major metals, reports are not bright for producers..... 

Copper consumption in the U.S. during April hit a low for nine years. Mar- 
ginal producers in the U.S. are closing down. Summer shutdowns are possible in 
big U.S. mines. Biggest Canadian producer is cutting output 10 per cent. 

The way things are now in copper, the U.S. is fast getting to the point 
where domestic production and scrap will take care of needs. Last year, U.S. 
imports of copper, mainly from Chile and Canada, came to about 350,000 tons. 

U.S. imports this year will be considerably smaller, unless there is a 
sharp upturn in copper consumption. 

Zinc still looks weak, despite another price drop. Some U.S. mines are 
shutting down. Smelting and transport bottlenecks in zinc have been broken this 
year in Europe and Australia. World output is outstripping world needs. 

But the price of lead, off again, is probably near its bottom. U.S. battery 
makers must start buying soon. There still is a world shortage of lead. 

Lush days for nonferrous-metal mines in Latin America, Africa, Canada, Aus- 
tralia are rapidly coming to a close. Now it's a question of cost cutting. 


>> Wool is a big dollar earner for the British Empire.eeee 

But wool prices, too, may be heading lower. 

Wool has stood up pretty well in the face of generally idhenians markets for 
most commodities. Prices, indeed, have been so high that American buyers have 
been on the side lines. But Russians have been heavy buyers. 

Wool consumption in the U.S. is falling quite sharply and is back to the 
prewar level. In Britain and Germany, high clothing prices are resisted. 

Australia, New Zealand and South Africa normally sell a good deal of wool 
to the U.S. Weaker prices would affect their dollar take. Each of these coun- 
tries already is having to be careful about dollar imports. 








>> Just to give you a rough idea of the importance of some of these major com- 
modities to the exporting countries: 

Wool accounts for about two fifths of Australia's total exports. And the 
U.S. has been taking a third of all the Australian wool exported. 

Rubber and tin, between them, bring in 98 per cent of the dollars earned 
by Malaya. And Malaya is the largest dollar earner in the British Empire. 

Rubber and tin are also the biggest dollar earners for the Dutch. The two 
pegged share of total Indonesian exports is about one third. 

Copper sales bring in by far the largest part of Chile's dollars and are 

important in Canadian and Belgian Congo exports to the U.S. 

Weak tendencies in these commodities thus can have a. widespread effect on 
dollar earnings abroad and on sales prospects for American goods. 
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INDICATORS OF BUSINESS ACTIVITY 


The business recession is growing 


deeper, accompanied by shrinking 
demand for steel and other metals. 


Factory output dropped to 180.5 on 


the indicator below in the week 
ended May 21. That compares with 
182 the previous week, 184 in April, 
193 in March, 202 at the October 
peak. Decline since March was the 
sharpest in more than three years. 


The slump in factory output through 


April is measured below on Federal 
Reserve indexes: 


Per Cent 

Declines From 

March, Oct., 

1949 1948 
Total output 5 9 
Durable 4 8 
Iron & steel | 6 1 
Machinery 6 14 
Transport. Equip. 1 2 
Nonferrous metals 3 8 
Lumber & products 3 15 
Stone, clay, glass 2 9 
Nondurable 4 10 
Textiles 10 23 
Mfd. food 0 1 
Paper & products 3 16 
Printing & pub. 1 9 
Petrol. & coal prod’s 2 3 
Chemical products 4 8 
Rubber products 3 14 


Nonferrous-metal demand has fallen 


abruptly. In April, new sales of cop- 
per by producers to fabricators were 
80 per cent below March. Lead 
shipments fell to less than half their 
January rate. Zinc shipments were 
barely half their November peak. 


Steel demand is declining less rapid- 


ly. Steel goes into more products 
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than copper, lead or zinc. Its price is 
less vulnerable, since it went up less 
after the war. The expectation of 
lower steel prices, however, is re- 
ducing orders for some products 
made of steel, such as freight cars. 


Steel operations were scheduled at 


94.1 per cent of capacity for the 
week ended May 28, compared with 
95.6 the previous week and 102 in 
March. In New England the rate 
fell to 66 in the week ended May 
21. It was 75.5 at St. Louis, 70 at 
Detroit, where Ford workers were 
on strike. 


Wholesale prices of industrial goods 


sank to 146.2 on the Bureau of La- 


bor Statistics index in the week 
ended May 24, down 5 per cent 
from their November peak. Textiles 
lost 2 per cent in the latest week. 


Inventory liquidation is speeding the 


recession. Manufacturers’ invento- 
ries shrank to $31,400,000,000 on 
May 1, $600,000,000 below March 1. 


The spur to inventory cutting is a 


steady decline in unfilled orders. 
New orders from customers are fall- 
ing more rapidly than shipments. 
Price declines, moreover, are cut- 
ting book values and slowing new 
purchases. 


Construction, on the other hand, is 


cushioning the business decline. 
Contract awards rose sharply in 
April and early May. The value of 
new construction put in place rose 
to a rate of $18,800,000,000 per 
year in May, only 6 per cent below 
the peak of last-September. 


Department-store sales on the indi- 


cator below have recovered since the 
first quarter and are only 5 per cent 
below a year ago. 


Unemployment, nevertheless, is be- 


coming more serious. The top chart 
shows that the period of unemploy- 
ment is becoming longer for a grow- 
ing number of workers. The maxi- 
mum length of unemployment com- 
pensation is about 20 weeks, on the 
average. 


The business decline is most severe 


in the production of industrial raw 
materials and manufactured goods. 
So far, however, the slump in total 
business activity has been moderate. 
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White House Control of Joint Chiefs . . . FBI Spying 
On Military? . . . Czechs’ Thirst for U.S. Dollars 


gress to repeal the Taft-Hartley Act at 
this session and more on Organizing 
their political lines for the 1950 elec. 


Date for the resignation of James 
Forrestal as Defense Secretary was 
moved up by a considerable period 
after an original date had been agreed 
upon by the White House. Fact that 
he was being fired is credited by 
the late Secretary’s associates with 
having caused him to be much upset 
after a long service for the Govern- 
ment. 


x -*&- * 


President Truman is beginning to be 
a little concerned about the size of 
the “influence business” that is re- 
ported to be growing in Washington 
by leaps and bounds. With Govern- 
ment adding billions to the amount 
it spends, industries find that it pays 
to get in right with the right people 
if they are to be on hand when the 
dollars are passed out. 


x* * 


Rumors are reviving that there will 
be a summer meeting in Europe be- 
tween Russia’s Stalin and the heads 
of U.S., Britain and France to talk 
peace. Mr. Truman, however, re- 
mains cool to the idea of traveling to 
Europe again to talk to Mr. Stalin. 


xk * 


Dean Acheson, Secretary of State, is 
optimistic in private about Russia’s 
shift from an attitude of belligerence 
to one of apparent willingness to com- 
promise. U.S. is coming to the view 
that a basis for doing business with 
Russia may develop gradually, now 
that talks are resumed. 


xx 


George Marshall, former Secretary 
of State, is being credited with success 
for his policy of getting tough with 
Russia. He gambled that Russia, if 
pushed to a test, would pull back short 
of shooting, as it has done. 


x * * 


Some high military officials complain 
that the FBI appears to have been 
turned loose, on orders from the top, 
to spy on officers in the armed forces. 
The White House is trying to keep 
military men from talking, while it 
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imposes its new ideas of how military 
services should operate. 


xk * 


Francis P. Matthews, new Secretary 
of the Navy, is reported not to be 
altering views about world affairs 
that are described as strongly isola- 
tionist. Secretary Matthews, however, 
will not seek to limit operations of 
the Navy he heads to waters of the 
Western Hemisphere. 


xk 


Joint Chiefs of Staff of the armed 
services are under pressure on big 
issues to vote as the White House and 
Secretary of Defense desire. After a 
vote is taken by the Chiefs, who owe 
their jobs to the White House, then 
that vote can be pointed to as influ- 
encing the top civilian officials in 
their decision. 


x kk 


Gen. Dwight Eisenhower, wartime 
commander in Europe, is discovering 
that his ideas, which were eagerly 
sought by the Military Establish- 
ment not many weeks ago, no longer 
are being sought. 


xk * 


Stephen Early, Under Secretary of 
Defense and former Press Secretary 
to the late President Roosevelt, has 
the job of building up Defense Sec- 
retary Louis Johnson as a_ public 
figure. Mr. Johnson’s friends believe 
that there are bigger jobs in Govern- 
ment than the present one that he 
might fill in the future. 


xk 


Thomas Dewey, New York’s Gov- 
ernor and two-time nominee of the 
Republican Party, told friends in 
Congress before going to Europe that 
he wanted to keep fluid the question 
of his own political future. Governor 
Dewey indicated that he has not 
given up the idea that he might be 
able to have a third nomination. 


xk * 


Labor leaders place less of their time 
and attention on pressure to get Con- 


tion. Labor’s political planners are 
resigned to the fact that they can’t get 
much from the present Congress. 


x kk 


Charles Brannan, Secretary of Agri- 
culture, isn’t discouraged even though 
his new farm plan is attracting little 
support. The Brannan plan to permit 
prices to fall and then to assure farm 
incomes with checks from the Treas- 
ury could become popular in an elec- 
tion year. 


eR * 


Paul Hoffman, Administrator of 
Marshall Plan aid, is arguing in pri- 
vate sessions with members of Con- 
gress that, if dollars are lopped off 
his aid plan, then the net effect will 
be only to cause the Commodity 
Credit Corp. to put out more dollars 
to support prices of wheat and cotton 
and it won’t result in a net saving in 
the budget. Then the commodities 
will pile up in surplus instead of 
moving into use. 


xk 


Sir Stafford Cripps is beginning to 
feel that foreign customers of Britain 
are delaying purchases of British 
Soods and are delaying settlement 
of accounts in an effort to force Brit- 
ain to devalue the pound sterling. 
Pressures from abroad intensify the 
Cripps determination to try to avoid 
any immediate devaluation. 


* & s 


British Socialists are watching close- 
ly the June elections to be held in 
Canada, fearing that a Conservative 
victory there would provide a further 
jolt to Labor Party morale in Britain. 


xk * 


Communist leaders in Czechoslo- 
vakia are getting set to ask that theit 
country be counted in on future Mar- 
shall Plan aid. Czech businessmen, 
who want a share of U.S. dollars, 
are not being deterred by politicians 
from making their views known. 
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Imagination finds better ways 


TO MAKE QUIETER CARS FOR YOU 


















Chrysler front end assembly—creative imagination at work at Chrysler Corporation 


No wonder it’s riding high! 


That Chrysler car front end will soon 
be gliding along the road as quietly 
as it glides through the air in the 
photograph! 

developed by Chrysler Corporation 
production experts to help do away 
with chances of squeaks, rattles or 
annoying vibrations in cars we make 
for you. 


It was built on special apparatus, 


For years it was thought that 
fenders and other large car sections 


Airtemp Cooling, Heating, Refrigeration 


Chrysler Marine & Industrial Engines 


could not be fitted together with the 
precision of smaller parts. Then our 
experts devised special “moving work- 
benches” which hold front end sec- 
tions in exact position while they are 
bolted. Master gauges see that they 
don’t get a fraction out of place. 

On these “benches,” fenders, radi- 
ators, grills, headlights and parking 
lights are fitted into one tight, com- 
plete unit, without strain or “loose 
Because of this extra care, 


CHRYSLER 


PLYMOUTH 


spots.” 


Dodge Job-Rated Trucks 


DODGE 


Oilite Powdered Metal Products 


pcan ~ accsratcedintettationed 


there is less chance for annoying. vi- 
bration .. . your car has a more 


“solid” feeling on the road. 


Practical imagination developed 
this unique method of construction 
—the same kind of imagination we 
use to make all our cars better each 
year. The latest results are ready for 
you today in the great new Plymouth, 
Dodge, De Soto and Chrysler. Try 
them .. . and discover the most 
satisfying cars you've ever driven, 


CORPORATION 


DE SOTO CHRYSLER 


Mopar Parts & Accessories Cycleweld 
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SUPPOSE we don’t try to put in words what happens with your first taste of 
this great whiskey. Instead, do this... Imagine you have started with the basi- 
cally finest whiskey ever made in old Kentucky ... Then you have waited for 6 
full, round years to ripen it slowly, perfectly ... Then take from your memory 
the finest-tasting whiskey you have ever known and imagine one still silkier, still 


mellower, still smoother. Do all these things... and then taste Old Charter! 
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OLD CHARTER 


KENTUCKY'S FINEST 
STRAIGHT BOURBON 


STRAIGHT BOURBON WHISKEY «6 YEARS OLD«86 PROOFeBERNHEIM DISTILLING CO., INC., LOUISVILLE, KY. - 





